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Constitution 

1. The objects of the Indian Economic Association shalJ be 

(a) the holding of annual conferences, 

{b) the publication of the proceedings of the annual^n- 
ferences, 

(c) the publication of journal and its free issue to members, 

(d) such other action to promote Economic Science and 
the dissemination of economic information as may 
be deemed advisable. 

2. The membership of the Association shall be open to 
teachers and students of Economics and to other persons interest- 
ed in Economics in general or in special Economic problems, if 
duly elected. 

3. The government of the Association shall be vested in a 
Committee of not more than twelve and not less than six mem- 
bers elected at the annual conference. 

4. (a) The officers shall be an Honorary Secretary and an 
Honorary Treasurer, and a local Honorary Secretary. 

(b) The posts of Honorary Secretary and Honorary 
Treasurer may be held by the same person. 

(c) The local Honorary Secretary shall be elected for 
one year at the annual conference from members resident in the 
locality selected for the ensuing conference, for which a local 
Committee shall be formed. 

{d) The officers shall be ex-officio members of the 
Committee. 

(g) The tenure of office of the Honorary Secretary and 
Honorary Treasurer shall bo f )r one year or until their succes- 
sors be elected. 

5. The agenda of the annual conferences shall be drawn up 
by the Honorary Secretary. 

6. In addition to papers from members the Honorary Sec- 
retary may arrange for papers from associah^s and non-members, 
if thereby valuable contributions can be obtained from experts 
on particular questions. 

7. The annual contribution from members shall be Rs. 12 
per annum, and this shall entitle members to attend conferences 
and to receive copies of such papers read at the annual confer- 
ences as may be published, and any other reports of the pro- 
ceedings and all other .publications of the Association unless 
expressly excepted. 
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8. We annual contribution for associates shall be Bs. 6 
per annum and this shall entitle associates to attend conferences 
and to receive such reports of the proceedings as are published by 
the Association, but not to vote on the affairs of the Association. 

Member s of the general public may. be admitted as visitors 
to the conferenc.es by ticket at the discretion of the local Com- 
mittee at a charge to be fixed by the General Committee. 

9. Candidates for membership shall be proposed and secdnd- 
ed by members and accepted by the Committee by a two-thirds 
majority. 

10. Applications to become associates shall be submitted 
to the Committee by tlie local Honorary Secretary. 

11. A member on paying a contribution of Bs. 200 shall be- 
come a life member, (exempt from all further contribution. 

lA It shall be the duty of the Committee to arrange tor 
such cordial co-operation as may be found practicable with local 
Economic Association and with All-Tndia Associations having 
cognate aims. 

13. It shall be the duty of the Committee to arrange for 
the publication of the proceedings, either tlirough existing jour- 
nals or independently. 

14. Notice of proposed amendments to existing rules and of 
proposed new rules shall be forwarded in writing, not later than 
«31st October preceding the meeting to which they are to be sub- 
mitted and noti less than two months before the meeting, to the 
Honorary Secretary, by whom they shall be circulated to mem- 
bers not later than ioth November and not less than one month 
before the date of the meeting. 

15. A two-tliirds majority of the members present and voting 
at the Annual Meeting shall be required to alter the Constitution 
of the Association. 

16. The annual accounts shall be closed at the end of Sep- 
tember and shall be submitted, after audit, to the Annual Meeting 
by the Honorary Treasurer. 

17. One or more Honorary Auditors “shall be api)oiiited by 
tHb Committee. 



Secretary's Report 

fn subiaittinf^ the repoufe of tho first year’s work of the Indian 
Economic Association it might be pointed out that the first 
general meeting of Economists in India was held in Calcutta in 
Deceiriber the convener being Professor Hamilton, the 

Minto Professor of Political Economy in the University of Cal- 
cutta. The second meeting was held in Bombay in December 
1918, at which Professor Anstey (Principal, Sydenham College) 
presided. At this meeting the constitution of the Association 
was drawn up and adopted. Potli meetings were attended not 
only by professional teacliers of Economics but by many experts 
whose names are familiar in circles of business and finance in 
India. 

Tho membershif) has more than doubled in the current year 
and has increased from twenty-fivt'. to seventy-three. Besides 
the members there are three Associates on our list. 

On th(* side of our publishing activities we have printed 
the proceedings of the Bombay meeting in number of the 
Indian Journal of Economics. I'he papers have also been 
printed separately and are now on sale. 

New directions are opening out for the activities of the 
Association. The Director of Statistics lias informed us that the 
Government of India have under consideration the improvement 
of statistics relating to Indian prices and he has asked the Asso- 
ciation to advise on the ideal method of constructing and all 
India index number of prices. Suggestions from th(' Associa- 
tion has also been invited on the iiiiprovemc.ot of wholesale and 
retail prices statistics generally. 

It remains to b(^ noted that various Indian Universities have 
shown their appreciation of the work of th(‘ Association. We 
meet here on the? invitation of the University of Madras. Jt^ 
gives me great pleasure to inform you that the University of 
Allahabad has invited the Association to hold its fourth Confe- 
rence in Allahabad and has offered the nsi^ of the University 
buildings for the purpose of the (’onferencu*. 


J. C. COYAJEE. 
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MINUTES of the Meeting of the Indian Economic Association 
at the Senate Bouse, Madras, Friday, January 8, 1920, 

Present : — Pbofessor ANSTEY in the Chair. 

• Dr. Slater, Professors Hamilton, Lyons, Brown, Coyajee, 
Pritam Singh, Shahani, Kaji, Antia, Bhattacharya, Nanavati, 
Burnett-Hurst, Ali Akbar, Kale, Mankar, Saunders and Sanga- 
swami Aiyangar, Father Carty, and Messrs. Kuppusamy Iyengar, 
Madon, Hanumanta Kau, Gopal Menon, Venkatarangaiyer, 
Sundara Reddi, Mr. and Mrs. Rajagopalachariar, Dr. Matthai, 
Messi s. Satyanarayana Murti, Sundara Row, Lakshmana Aiyer, 
Srinivasachari, Duraiswamy Aiyar, Aravamuthan, Subraraanian, 
Chiindrasekharan, and Rao Bahadur Kibe. 

The Honorary Secretary’s report was read and adopted. In 
the absence of the Honorary Treasurer, Professor Stanley 
Jevons, then on his way from England, the Treasurer’s report 
was deferred to the next meeting. 

Principal Anstey moved that (a) the Indian Economic Asso- 
ciation should renew the present arrangement with the Indian 
Economic Journal in some form and that (2») the proceedings of 
the present Conference be printed not in a separate volume but 
should appear as a number or numbers of the Indian Economic 
Journal. Professor Pritam Singh seconded the motion. 

Professor Hamilton moved an amendment to the eflfect that 
(a) ihis Association should form a Committee for the puipose of 
ascertaining ^^he probable circulation and income to be derived 
from an independent volume of proceedings. If the financial 
prospects appear adequate the arrangement with the Allahabad 
University should he terminated and an Editorial Board should 
undertake the publication of the separate volume of proceedings ; 
(i) that as an interim arrangement to facilitate the early publi- 
cation of the proceedings of the present Conference the ofter of 
the Madras Reception Committee (if forthcoming) to issue the 
T5roceedings on its own responsibility, be accepted ; it being 
further understood that this financial liability shall be 
undertaken by the Association if the financial prospects prove 
favourable. Professor Burnett-Hurst seconded Professor Hamil- 
ton’s proposition. Principal Anstey then withdrew the second 
part of his proposition. Professor Hamilton’s proposition was 
then cariied it being understood that the details as well as 
the choice of the sub-committee should be left to the Executive 
Committee, * 
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The invitation of the Allahabad University to hold the 
Conference in Allahabad in 1920 was read by the Secretary. 
Professors Barnett- Hurst and Pritam Singh also spoke, cordially 
inviting the Association to Allahabad. Professor Coyajee moved 
the acceptance of the offer which was seconded by Mr. Sun- 
dara Ueddi. The proposition was carried unanimously. 

Jjardar Bahadur Kibe then invited the Association on behalf 
of His Highness the Holkar s Government to hold a Conference at 
Indore the year after. It was resolved that this invitation should 
be recorded and referred to the Conference at Allahabad. The 
Secretary was requested to acknowledge the invitation. 

As to the date of the next Conference it was resolved that it 
should be h^ld immediately after Christmas. 

Professor Anstey moved that Dr. Slater should be appointed 
Chairman of the Committee for the next year. The proposition 
was seconded by Mr. Satyanarayana Murti and was carried by 
acclamation. 

Professor Burnett-Hurst proposed that Professor Coyajee 
should continue to act as Secretary for another year. Professor 
Saunders seconded the proposition which was carried. 

On Professor Ooyajee’s motion it was resolved that Profes- 
sor Jevons should continue to act as the Honorary Treasurer. 

Dr. Slater moved that Mr. Rajagopalachariar should be the 
Honorary Auditor for the next year. Mr. Coyajee seconded the 
proposition which was carried. 

Professor Coyajee moved that the work of collaborating with 
the Department of Statistics for the improvement of Index 
numbers and price statistics be referred to the Executive Com- 
mittee. Professor Kale seconded the proposition which was 
carried. 

The new members proposed to be elected were then put up 
and were elected. 

Professor Hamilton proposed that the question of the affi- 
liation of local societies to the Association be submitted for action 
and report to the Executive Committee. Professor Kaji secondej^ 
the motion and it was carried. 

Mr. Bajagopalachariar moved that the Executive Committee 
should enquire into the possibility of a Journal of the Association 
or of a united Journal for India ; it should report to the next 
Conference and meantime should collect funds if possible. The 
motion was carried by nineteen votes to eighteen votes. 

Father Garty moved that only two more members should be 
added this year to the Executive Committee and only from pro- 
vinces which are least represented. The motion was carried. 



Professor Hamilton moved that Madras should have one 
more representative on the Committee. As Professor Saunders 
and Father Oarty withdrew from candidature Professor Ranga- 
swami Iyengar was elected. Professor Hamilton was then 
added representing Patna. 

Professor Saliani then proposed that the existing members 
bf*the Committee be continued for another year. Professor 
Burnett-Hurst seconded the motion and it was carried. Profes- 
sor Hamilton proposed that if the members thus appointed could 
not serve the power of co-option sliould be given to the Com- 
mittee. The proposition was carried. 

The meeting then adjourned. 

MINUTES of the adjourned Meeting of the Indian Economic 
Association at the Senate House, Madras, 

Saturday, January S, 1920. 

Professor Coyajee moved a vote of thanks to the University 
of Madras, to His Excellency Lord Willingdon, to the Koception 
Committee and to the Local Secretary. Professor Brown second- 
ed the motion and it was carried unanimously. Dr. Slater replied 
on behalf of Madras University and the Reception Committee. 
He said that when he approached His Excellency Lord Willing- 
don on the matter of the Conference he had been received in the 
most cordial manner. Though His Excellency could not alter 
his arrangements so as lo be present and to preside at the Con- 
ference yet he took steals which increased the pleasure and profit 
derived by the inembors from their visit to Madras. 

Dr. Slater then moved the motion to the effect that ‘ we, the 
Madras members of the Indian J<h;onomic Association, shall be 
grateful if the Reception Committee will continue in office a little 
longer in order to see what can be done for promoting the study 
of Economics in Madras Presidency and adjoining states. ' Pro- 
fessor Saunders seconded and Mr. GhittyJlabn supported the 
proposition and it was carried unanimously. 

These minutes will be submittefl to the Allahabacl Meeting fc: 
confirmation.] 
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INDIAN ECONOMIC ASSOCIATION 

Third Annual Conference 

HELD IN 

The Senate House* Madras 

December 31, 1919, January 1, 2 and 2, 1920. 

First Day 

SUBJECT The Teachin^f and Study of Economics 

Chairman’s Address 

The Hon’ble Mr. li. Littlehailos, Director of Public Instruc- 
tion, Vice-President of Reception Committee, in the absence 
from Madras of the President, His Excellency Lord Willingdon, 
took the clmir at 11 a.m., and said : — 

‘ I l]av(* very much pleasure in welcoming to the third 
annual conference of the Indian Economic Association all of you 
who are present here this morning. 

* I should like in the first place to read a letter which Dr, 
Slater has received from His Excellency Lord Willingdon. 

I 

‘Dkaii Dr. Slater, 

‘ I am very sorry that I am not in Madras to welcome the 
delegates to the Economic Conference, but I hope you will give 
them a very warm greeting on my behalf and assure them that 
it is not want of interest in the very important matters which 
will bo discussed, but thu feeling of the necessity for a brief 
Christmas holidjiy whicii has kept me from Madras at this time. 
I much hope that the discussion will bi* fruitful of much use- 
ful information and practical suggest ions to us all. There is no 
question of more vital importance just now not only to India but 
to the whole civilized world.' 

‘ Yours sincerely, 

‘ willingdon; 
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‘ As you probably know, the Indian pjconomic Association 
took its origin in a meeting which was held two years ago in 
Calcutta — a meeting called together by Mr. Hamilton with the 
object of enabling those engaged in economic studies in India 
to interchange views and to co-operate in tlie work they have in 
hand and in view. Last year tlie second annual conference was 
held in Bombay; it owed its success to a very large (extent tg the 
energy of Mr. Percy Anstey. This year the third meeting 
of the conference is held in Madras. This meeting is of special 
significance inasmuch as it is held in the Senate House 
at t])e special invitation of the Syndicate of the University of 
Madras — an invitation which is an earnest of the special interest 
that this University is now exhibiting in ( hi‘ Study of Economics. 

‘ A glance at the programme} will iiidicate the intu'casing 
number of subjects of impv)rtance which come under the purview’ 
of the Association at its meetings, w'hile the number of pcjrsons 
present to-day — I notice representatives from places so far apart as 
Assam and Travancore — and the increasing number of members of 
t he Indian Economic Association indicate the increasing popularity 
of the subject and tlie interest which persons connected witli the 
University, with businesses and with industries, are exercising in 
the work of the Association. It is realized that there is a close 
interrelation betwtjen economic, commercial, industrial and 
scientific studies, and tliat a close co-operation bctw'een those of us 
who represent dilTennit In aindies of work is essential for progn^ss 
in any single branch. 

‘ The prograiniiK' hefor*} us includes a visit, to tlio Buckingliam 
Mills and pap(‘rs upon the study and teaching of economics, tlie 
housing of the poor, currency jirobleius, the sphere of co-operative 
banks, the Indian tax system, and many other subjects, a range 
wide enough to intere.st th»^ most fastidious as well as ilie most 
omnivorous student of economic and allied problems. 

‘'Wc in Madras are. particularly fortunate by virtue of the 
fact that we have among us Dr. Gilbert Slater, the Univiu’sitv 
Jirofessor of Indian Economics, a man of wide interests, unflag- 
ging energy and facile pen, a man who by his speeches, lectures 
and writings has done more than any other person to further the 
cause and study of economics in South India. Ft is in him that 
wi‘ owe the success of tlie University scheme for the award of a 
diploma in economics. It will probably be to his advice that wc 
shidl ow: the degree in Economics which, I hope, will shortly be 
instituted in this University. 

‘ We have not in Madras ns in P)Oinbay, a Sydenham 
College of Commerce and Economics, but wc do have 
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here an Institute of (Joinmerce which, I hope, will ultiriiiitciy 
develop into a Golleji^e wliicli will be affiliated to the University 
when the University reaches the etaj^e of instituting a special 
degreein Gominerci'. and Kcouoinics. The Institute is at preseiU 
housed in the Ijaw: College- buildings, but 1 hope that before 
long it will have a habitation of its own, near the centre of the 
business part of this city. A Sub-Committee of the Seuatt^,of 
this University has already been appointed to consider inter alia 
the institution of a degree in Commerce, and, I think, I speak 
without feai- of a majority contradiction when T state that one of 
the recommendations of this committee will be that the responsi- 
ble authorities should set out upon a co-ordination Ixitwecn the 
work which is now being done by Dr. Slater in connection with 
the University and that which is now being done in the Govern- 
ment Institute of ComnKjrco, and that ultimately a degree or 
degrees in Economics and in Commerce should be instituted in 
this University. 

‘ There is one view that I should like to hoar discussed at 
this mooting. It is whether a course of study which includes 
language, economics, and commerce, could not be lV»nuulatod 
which would give as (ixcellent a general training as any courses 
wJiich are now accepted hy our Universities in India as qualifying 
for a degree. We are apt, I think, to consider the study of 
economics and commerce too much from the vocational aspect 
and to lose sight of the general educaiional training which may 
be obtained from this study — training which should be productive 
of clear thought, accural e reasoning and caj eful expression, and 
those aftiM’ all are among the essentials which wc look for as 
the result of a University training. But I anticipate probably 
some of the papers that wc hope to listen to this morning. I 
shall say no more, but merely once again welcome all of you who 
are present this morning and who will be present at the further 
mcetinsrs of this conference to Madras, members, associates and 
visitors, and trust that your visit will do much to further the in- 
terest and advance in studies in economics and comm^rco in 
Madras and in other parts of India and go some way towards the 
improvement of conditions wliich such interest brings in its wake, 
improvement to the individual, improvement in social and 
economic conditions and improvement to the general population \ 
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The Projecting Lantern in the Teaching 
of Economics 

By Prof. H. W. Lyons, Indork Christian CollkctE 

At the last conference of the Indian Economic Association 
I advocated the use of the projecting lantern, and more especi- 
ally the cinema, both as a teaching instrument in economics, 
and as an effective method of the education of the uneducated 
classes of India by earnest students. Dr. Slater has asked ini> to 
develop in greater detail one branch of the subject: the project- 
ing lantern as a teaching instrument in economics. This is 
fundamental to- the other branches, because if the lantern cannot 
be utilized, much less can the cinema, because of the greater 
difl&culties of operation; if the students themselves cannot be 
taught in this way, they cannot instruct others. 

I shall discuss the topic under three main divisions : the 
value of the lantern in the economic class-room; the method of 
teaching with it ; the organization necessary to make this 
method practicable in our Colleges. 

Most of us will acknowledge, if we are honest with ourselvci', 
that a great deal of the education we received in the class-room 
was unrelated to life, and that much of the teaching wc. are 
imparting is unrelated to the life about ns. This is a disturbing 
fact, particularly if it is true in those very departments which 
ought to have the closest possible connection with life. Take 
history, for example. We teach children, says Montessori, of 
Moody wars, of the clash of dynasties, the glory and the greed of 
princes, and we tell them this is the history of their country. 
We send them forth into the world to serve that country with 
their heads full of superficial shams and unwholesome ideas. 
It is as though we told them that railways were a blessing to 
mankind because they provided means of transportation, and 
then proceeded to make them memorize the names and dates of 
all the great railway wrecks and strikes, to feed their imagina- 
tions with stories of great catastrophes with their attendant 
stories of bloodshed and sufifering. 
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So in economics. The words of Dr. C. H. Henderson, in his 
‘ Education and the Lar^^er Life are particuhii ly applicable. 

‘ We please ourselves,’ he says,* by saying that experience is the 
best teacher, tliat the world is the best schoolhouse, that travel 
is the best educator. But in reality we prevent experience, we 
shut out the world, wc disallow travel. We ask students to 
reflect about a world about which they know very little. We 
give them small perceptual knowledge — mainly what they get on 
holidays— and we spend nearly all their time in attempting to 
build larger structures than we have material for — bricks without 
straw.’ Need I quote any other examples than those of foreign 
exchanges, or ot costs or labour saving devices in production, as 
ordinarily taught to and understood by the average undergradu- 
ate in economics 

A fundamental need — and the lack of it is a disastrous defect 
in our present educational system^ — is sense knowledge in distinc- 
tion from memory knowledge. Such knowledge is inevitably 
hound lip with concrete teaching in distinction from book teach- 
ing. 

The difficulties in the way of concre.te teaching in economics 
are obvious. The students have been developed in an educational 
system where the training has l>ecn of the memory rather than 
of the observation ; where; the interests have been confined within 
the prescribed course, and not broadened into the full life of man 
as he moves about in the world, 'riie (’ollege classes are too 
large, the work is too extensive, the time too limited to overcome 
this initial handicap. And there is constantly before the student 
the nightmare of the examination for which he must be ‘ letter 
perfect.’ * We arc sure that we must know the theory one 
student remarked to me recently ; * but we must see whether the 
practical knowledge is of any use to us. We are afraid that our 
practical kuowledge may be wrong, or of no use for the examina- 
tion.* He is a typical product of the system. 

There is, moreover, the limitation imposed by space. Many 
of the places of economic interest are remote from the Colleges. 
It is impossible for Allahabad students to study fijreign trade at 
Calcutta ; or for Calcutta students to study the cotton industry in 
Bombay ; or for the students of the Punjab to understand con- 
cretely the industrial development of Madras ; or for the students 
of Madras to investigate the economics of the Gangetic plain. 
It is impossible tor any of us to see concretely the revolution in 
ocean transportation from the opening of the Panama canal. 

Sense knowledge fa'om concrete teaching of this kind is 
littiited m our field of economics. There is, I submit, a practicable 
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sabstitiite for it in the use of the projecting lantern under 
proper conditions. A body of psychologists in the United States, 
including such men as Professor Augell of Chicago ; i)r. Bakewell 
of Yale; Dr. Judd, Director of the School of Education, University 
of Chicago ; Dr. Wonley of the University of Michigan ; and Dr. 
Titchener of CoriK'.lI, — these men have made the following state- 
ment : 

‘ If a stereoscopic photograph ’ — and this applies equally to 
tlie lantern— ‘of a place is used with certain accessories (as 
special maps which, show one’s location, direction, and field of 
vision, etc.) it is possible foi- a person to lose all eonseiousness of 
his immediate l)odily surroundings and to gain, for a short time 
at least, a distinct state of consciousness or experience of location 
in the place ropi-esentod. Taking into account certain obvious 
limitations, such as lack of colour and motion, we can say that the 
experience a person can get in this way is such as he would get if 
he were carried unconsciously to the place in (piestiou and permit- 
ted to look at it. In othei* words, while this state of conscious- 
ness lasts it can truly be said that the person is in tlie place seen.’ 

Such all emphatic statement from men of the liighest educa- 
tional standing should lead us somewhat carefully to consider the 
possibilities of imparting sense knowh'dge in this manner to our 
students. In doing so we shall consider the projecting lantern 
rather than the steroogi aphic photograph, because, while the 
effect of the two is similtir, the lantern is the belter ti'.aching 
instriiuieiit. With it tlie pictures are largo, and the attention of 
every one in the idass can be. dinicted by the teacher to tlio. same 
point at the sciiiie tiiuc. 

Permit me to take the revised B.A. course in Economics in 
the University of Allahaljad as typical of our subject matter in 
the Arts (killegcs of India. Huch topics as the following lend 
tliemselves at once to this method of teaching : 

The physical features of India. Soil erosion, the influence 
of forests, etc. The distribution of the world’s food crops. Ports 
and harbours, and ocean transportation. The commodities of 
cb'mmerce, the methods of handling them, etc., together with 
methods of extending their markets. The growth of towns. The 
history of money. The making of money. The organization 
and business of banks in tiieir various departments. Olearinrf 
houses, btock exchanges and their methods. The sale of 
Council Bills. The life history of a bill of exchange. The in- 
dustries of India — agriculture, cotton, jute, iron working, mining, 
forestry, leather and so on. Labour saving devices, and the 
great inventions of the world. The organization of monopolies. 
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Welfare work of various kinds for workers. The whole^ field of 
health and saiiititio/j, in which the lantern has already proven 
itself of great value. 

This list is not exhaustive ; it is only suggestive of the vast 
range of topics which may be taught in this manner. Let mt' 
make myself clearer by outlining two typical lectures with wliicli 
to illustrate the method of teaching. Tt should be remembored, 
in tfie first place, that visual instruction and the showing of pic- 
tures are two diflferent things. It is not sufficient for our pui pose 
to throw a picture on the screen and say : ‘ Now in this picture 
you will see. . . . Next picture, please.’ The pictures must be 
accompanied by explanation, it is true, since the students are not 
entering upon a guessing competition. But the explanation and 
the pictures must supplement each other. Because the pictures 
lack motion the connecting threads must be supplied by the 
teacher. Location must be given. Important details which may 
not be shown must be supplied. Ijessons must bo drawn. In 
fa(!t the lecturer must first have his story, and the pictures must 
be used to illustrate or make clearer the story. 

You may wish to discuss with your students the coal fields 
of India. Thii outline of an illustrated discussion might include 
the following : — 

1. The coal areas of India, indicated by maps. This at once 
gives the location. 

•2. Goal mining historically in India, illustrated 'ey picture.s 
of the remains of ancient coal workings still seen throughout 
the coal fields, and of the slag heaps, the cupolas and the weapons 
made ther(\ 

The commencement of modern mining at the middle of 
the last century in the quarry mines. The soft coke industry 
associated with (quarry mining to-day. 

4. Tunnel mining with inclines. The develo[)ment of 
methods of removing the coal from coolie handling to mijclianical 
haulage. Associated with this is the development of improved 
lighting and testing for gas. 

5. Pit mining, with its most recent development of deop 
mining. The entire process from the original borings to the 
filling up of the panels by sand suction is open to pictorial repre- 
sentation, by photographs, and ground and sectional plans. 

6. The transportation of coal at thi' surface. 

7. The by-product plants, including charts of the numerous 
products of coal. 

8. Living conditions of the labourei’s, 
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9. The organization of coal companies, the various depart- 
ment, responsibilities, wages, etc. The relative position of the 
coal industry of India with that of the world. This can all be 
•shown by a series of charts. 

Within the coal fields to-day all classes of mining can be seen, 
from the most primitive to the most advanced. The romance of 
coal in India is waiting for the pen of the writer and for the pho- 
tographer. Kacli ])hase can be so presented to onr students*that 
they will have a vivid perception of this industry so essefttial to 
tlic development of the gi'eat industries of India. 

Or let us take another example in a realm still farther from 
liie experience of the ordinary student, that of banking. Is it 
possible to make foreign hills of exchange, for instance, more real 
than most of us do with our best verbal explanations I submit 
that the lif<i history of a bill of exchange Jnay be so told with pic- 
lures as to do so. The scenario might be somewhat as follows: 

1. The original business transaction. The goods being 
p.acked for export. IMie process of transportation. Passing 
through the customs. Delivery to the importer. 

2. The drawing of the draft. 

3. The sale of the draft at the bank. 

4. Tlu». transmission of the draft to th^i bank’s agents abroad. 

5. The presentation of the draft and its linal payment. 

In ea(!h case the entries made in the books of the transacting 
parties could be shown, together with the stampings upon the 
draft itself, affording a valuable lesson in book-keeping as well as 
in finance. This simple example may lie developed with ever 
greater details until it includes ])ictorial illustration of the vai’ious 
settlements of business accounts, and the manifold methods of 
l)usine.ss which come within the study but not the experience of 
the student in Arts. 

Do:not think, however, that I am advocating a millenium in 
wliich professors and students alike will put up their pencils and 
note-books, allow dust to accumulate on their texts, and spend all 
their time in a dark room imbibing instruction and carbide fumes. 
If the student has not tlie opportunity of making notes of what 
he. sees and hears he will he apt in time to forget it. For that 
reason I believe that the ‘lantern lecture* as it is ordinarily 
understood is not om* ideal. Our purpose is nob fulfilled by giving 
a set lecture with all of the slides at one time upon any of the 
topics. The true method is to teach with the lantern in the class 
room, using the slides in place of the blackboard. That necessi- 
tates, of course, a projection room ; but such an arrangement is 
possible by screening windows and doors and darkening walls 
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leaving a white square for the picture. It is such an arrangement 
that we have in our College. 

Note making after a lecture is essential. In order that this 
may not be a few carciless jottings but intelligible explanation, note 
books should be examined, and essays upon the subject matter of 
the lecture may be asked for ; or, better still, the students may 
be orally examined in the course of a more or less rapid review 
agahi with the lantern slides, but with the students themselves 
explaining the significance of the pictures. If they can do so they 
are in a fair way of recognizing economic phenomena w^hen they 
see them and of understanding them. It is a method of review 
which we have found very successful in history. 

'Phe strongest argument against the present adoption of such 
systematic teaching of economics with the projecting lantern, and 
an argument which has undoubtedly occurred to you, is the diflS- 
culty of securing suitable pictures, except in the branches of 
agriculture and sanitation and health knowledge. This lack of 
lantern slides is not so much because of the absence of individual 
interest, as because of the want of organized effort. Many of us 
have our own collections of slides, from photographs which we 
havi^ been fortunate enough to secure at some time, or from 
Fjuglish and American manufacturers. Such manufacturers have, 
naturally enough, made slides of English and American industries 
fro 01 their own standpoint. No Company has as yet endeavoured 
to develop tlie wealth of material in the industries, the ports, the 
markets, tlie museums and the archives of India, nor to prepare 
teaching material from the Indian standpoint. 

To undertake such a task satisfactorily is beyond the power 
of individual Colleges, or of a small group of Colleges such as we 
liave organized within our own University. Such efforts depend 
too much upon individual interests, and the opportunities of indi- 
vidual travel and study. The limitations I pointed to in concrete 
teaching by actual travel apply equally here. Our own lantern 
circuit is strong in its history branch where we have been able 
to draw on the organization of history slides perfected in 
England. It is comparatively weak in economics where, without 
organization, I have been endeavouring to accumulate slides and 
lecture material as time, opportunity and finances have permitted. 

Granted that this method of teaching would materially help 
us to give to our students sense knowledge of their subject, it is 
surely worth our while to develop an organization in India 
which is conversant with the needs of the Indian Colleges. 
It would have to he prepared to undertake the following 
tasks ; 

2 
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1. *The securing of negatives. Kor an individual this is im- 

possible. But were each College commissioned to secure the 
negatives and lecture material from their own particular region 
the result would be a collection of slides valuable for all Colleges 
and illustrative of all India. Thus the Calcutta Colleges could 
supply the lectures upon jute; the Punjab Colleges upon irriga- 
tion, the Sydenham College of Commerce upon finance, and so on. 
Government Departments would undoubtfjdly assist, and mdinu- 
facturers would grant free access to their factories. • 

2. Such an organization would have the task of securing the 
manufacture of positive slides from the negatives, through the 
agency of the lantern slide makers in India. 

3. The preparation of lecture notes, and the cataloguing of 
slides. 

4. Th(i circulation of slides from some central point, or in 
different districts on a travelling library basis. 

How can such an organization, if it be desirable, be effected ? 
Must it be left to private commercial enterprise ? Can it be done 
through a special branch or a committees of the Bconomic Asso- 
ciation, which is more conversant than any othtjr body with the 
teaching needs of the country; which, through its members, 
touches all phases of the economic development e)f the country ; 
which by its permanency w'ould ensure the securing of the 
material necessary from whatever source, be it private or Govern- 
ment ; and which by its pi estige and enthusiasm could carry such 
an educational leform thj*ough to success? 

I leave that question with you for your serious consideration. 



The Study of * Indian Economics ’ 


By Prof. Pkrcy Anstry, Principal, Sydenham 
College of Commerce and Economics, Bombay 

The higher educational system of India differs fundamentally 
from that of other civilized countries in that it is not the natural 
product of the spiritual heritage or of the present genius of the 
people, hut was extraneously imposed on them — no doubt with 
the best of intentions — by rulers of a race with different traditions 
behind it and of a very different psychic, ethical, and aesthetic 
stamp. 

We all know tlie story of Macaulay's famous minute and 
the resultant displacement of Eastern by Western aims and 
methods, together with the adoption of h]nglish as the medium 
of instruction. The outcome of the step then taken is the India 
of to-day, witli its scientific equipment, its material progress, and 
its awakened national self-consciousness. No one not obstinately 
wedded to the past can desire to put back the hands of the clock. 
At the same time it is possible, and indeed desirable, I think, to 
adopt a more critical attitude than did our predecessors towards 
the wholesale importation of a foreign educational system. 

Let me say at once that the consequences, as it appears to 
me, have been almost wliolly to the good in the sphere of the 
physical sciences ; and that for a very simple reason. There is 
only one Mathematics, one Physics, one Chemistry, one Anatomy 
and Physiology. These aspects of universal knowledge are in- 
dependent of place and time, and ’can therefore — nay mmt — be 
transplanted in their entirety, if it is a question of superseding 
the pseudo-sciences at which Macaulay justifiably jeered : a 
mythical Astronomy, for example, a fairy-land Geography 
(with its ‘seas of treacle and seas of butter’) or an art of 
Medicine involving exicruHl applications* of pigeons’ dung and 
internal draughts of cows’ urine. But when we have to deal 
with humane studies and social sciences, mere ‘ importation *, as 
I have ventured to call it, no longer suffices. The intellectual 
wares in these cases are often unsuitable forfmreign eppsumption- 
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Why? Because, where iiuiu as a spiritual or a social being 
constitutes the subject of study, divergent national characteristics 
have to be taken into account. And therefore, for one country 
slavislily to iinit ito another in such matters as the teaching of 
Literature, History, and Economics ii- almost certain to prove 
disastrous. It deprives these studies of their application to 
reality as the student knows and feels it, and consequently 
emasculates them of their living interest and power to inspire. 

Take Literature. There are, no doubt, some writers who make 
a universal appeal to the elemental emotions common to all 
mankind, and who thus belong to every age and every cultured 
country. Such perhaps arc Homer and C4oethc, Boccaccio and 
Cervantes, Shakespeare and Scott. But for how many illustrious 
names can this universal appeal be claimed without reserve, and 
for how many can it be claimed at all ! Keats and Shelley 
are numbered among our greatest poets ; yet on, the continent of 
Europe they are scarcely known, except to the pi-of essed specialists 
in English Literature. Conversely how few Englishmen have even 
in translation made themselves acquainted with the masterpieces 
of continental literature ! And — this is the significant point! — in 
the majority of cases even the most famous authors remain 
untranslated. The truth, of course, is that Literature essentially 
expresses an individual people's soul. Precisely for this reason 
, it has always been recognized as one of the strongest of national 
bonds, one of the truest elements in Patriotism. But that very 
circumstance renders much of the Literature of one i)eople 
unintelligible, or at any rate indifferent, to another. 

Now, how far were the distinctions I have called attention to 
borne in mind when English Literature was introduced, as one 
of the chief subjects of study, in our Indian scIkx'Is and colleges? 
Let one illustration suffice. The student of Bombay University 
has prescribed for him works like Milton's Paradise Eegained, 
Newman's Apologia, Meredith’s Ordeal of Kichard Eeverel. Can 
any one seriously maintain that books such as these, which are 
the product of a totally foreign spiritual and social evolution, can 
possibly have for the normal young Indian any genuine educative 
value ? 

What I have said alx)ut the teaching of Literature applies 
equally to the teaching of History and of Economics. Our busi- 
ness at this Conference is with the latter only, to which I shall 
accordingly confine myself. 

Here too the mistake has been made of forgetting that we 
are in India. The accepted English text-books have been pre- 
scribed, regardlesii of the fact that the economic conditiohc 
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analyBed and explained in them are not in the least those of the 
students’ own environment ; where the laws of property, inheri- 
tance, and contract entirely differ from those tliat prevail in 
England; where division of labour and free exchange are 
trainelled Ijy custom ; where workers * combinations are em- 
bryonic ; where, in short, hardly any of the assumptions made 
throughout an English treatise are applicable. Did I say an 
English treatise? The most widely used text-book in India is — 
or waS until recently — a French work, translated by an American, 
and adapted for the American student by the superposition of 
American illustrations on the top of the French ones ; botli of 
course being equally irrelevant to conditions in this couiitiy ! 
Such was the pabulum on which the young Indian was fed. 

It may, however, be objected that there are after all universal 
laws — or, if you prefer the term ‘ generalizations * — in Econo- 
mics, and that the Indian student may quite conveniently 
learn these from Marshall, Nicholson, or Gide. The exist- 
ence of universal economic laws lias been the subject of much 
controversy, ever since their validity was challenged by the 
Historical School ; and c(‘rtainly to have one’s lot cast in India 
does not lessen the difficulty of accepting even those funda- 
mental axioms which were supposed to be rooted in 
human nature . itself and from which the older Economists 
derived all their other propositions : the axiom, for example, , 
that every normal man sjiontancously eeks to improve his 
material position and prospects ; that he will therefore be induced 
to pul: forth additional efforts by the offer of additional rewards ; 
and that the dread of unemployment and loss of personal 
independence may be counted on to keep him disciplined to 
his task. In a society where the attainnumt of a higher standard 
of living is subordinated — not exceptionally but habitually — to 
other considerations, and where the family and caste system 
enable the individual to face dismissal with comparative equani- 
mity, the great hedonistic principle requires nut merely tinker- 
ing modifications here and there; it ceases to be serviceable 
altogether. 

However, I do not desire to comiJiit myself one way or the 
other in the dispute between those who allirm and those who 
deny that we are warranted in deducing general principles from 
certain psychological axioms. It is enough for me that these 
principles manifestly do not operate in vacuo. They are condi- 
tioned at every turn by the framework of social institutions. 
The classical Economists themselves fully recognized this. In 
our own day a purely abstract theory of Economics has indeed 
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been atleuipted, in terms of bare mathematical formnlse. Btit: 
nothing of the kind is found in Adam Smith or Bicardo. On 
the contrary, few Economists are moj'c obviously moulded by 
their environment. The greater ])art of ‘ The Wealth of Nations ’ 
consists of historical and descriptive economies, from which the 
author draws his generalizations one might almost say ‘ incident- 
ally *. As for Eicardo, though he is commonly reputed to be the 
most abstract of thinkers, his interests were essentially bf a 
concrete order. The inflation of the English currency owing to 
the mistaken polic^y of Government ; tjbe effect of the English 
corn-laws in artificially keeping up the price of bread and conse- 
quently, as was thought, tlie wages of labour and the cost of 
production ; the undue', enhancement of the rents of the English 
landed class by the extension of cultivation to inferior soils ; 
these were the practical, semi-political questions that engaged 
his attention and gave an inevitable bias to his theoretical con- 
clusions. 

It is ill fact an error to imagine that the treatment of 
Economics from a national point of view originated with Frederic 
List. In his * System of a National Economy ’ certain new points 
of sktte policjj are no doubt set forth and stressed. But the scope 
of his treatise is no more distinctively German than Adam 
Smith, Liicardv), Malthas or Mill are distinctively English. An 
Economist may be ever so cosmopolitan-mindt'd ; in the nature of 
things he is compelled to interpret economic phenomena pri- 
marily as he finds them in his own surroundings. 

Now, if this is so, the study of ] Economics in India must 
needs have been radically vitiated by the uiKiiialified adoption of 
English text-books, pnipart'.d for students differently circum- 
stanced, and by the obsc(iuious arrangement of the syllabuses on 
English models. 

No wonder that a protest was al length evoked. To the late 
Mr. Justice Uanade belongs, I believe, the credit of being the first 
forcibly to point out that Indian problems, not being identical 
with European, clearly demand special treatment. His argu- 
ments were so irrefutable that a partial reform was at once 
introduced. And since his day wo have had courses on what is 
called ‘ Indian Economics ’ added to the curriculum of our 
Universities. 

* Indian Economics ’ ! The term sounds passing strange to 
the European, who has never heard of ‘ English ’ or ‘ German ’ 
or ' Italian * Economics. What does it stand for ? 

Well, if we examine the approved books that beat this odd 
title, what we find is that they consist of detached discussions on 
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the land system of India, her currency and banking arrangements, 
her organization of transport, her finances, and the peculiarities 
of her labour and capital. The writers arc often men of marked 
ability. They collect much useful information backed by facts 
and figures from official and other sources, and they eloquently 
put the case for certain Indian demands — such as a gold coinage 
or protective duties. But the scientific value of their work is 
imi^aired by the fact that neither their desci-iptions, their data, 
nor their polemics are correlated with theoretical analysis. 
Hence the various topics are handled with a curiously uncer- 
tain touch. Not seldom the standpoint implied in one chapter 
seems to be abandoned in another, and even if the inconsistencies 
are only apparent, the render is unable to recognize this, because 
underlying principles are not adequately explained and applied. 
Frequently therefore it looks as if the author were 

‘ still standing on one leg, still sitting without a chair, 

‘ still feeding, like Tityrus, his steeds in air. ’ 

The student, on his side, is put to a two-fold disadvantage. 
He passes in a desultory manner from one topic to another, and 
is left without any systematic explanation of the general forces 
underlying the multiple manifestations of economic activity. 
Thus h(^ misses the conception of naiional e(!onomy as a coher- 
ent whole. While studying ordinary ('conomic theory, on tlu' 
other liand, he fails to grasp the true significance of principles, 
for want of apjiosite illustrations that would enable him to apply 
them to his own experience. 

And now consider the effect of introducing Indian Econo- 
mics as a separate branch of study in the curriculum of some of 
our Universities. Tlie unfortunate results of this policy can be 
clearly seen if wc take as an instance tlie procedure followed at 
Bombay. There the Pass candidates for the B.A. in History 
and Economics — that is to say, the vast majority of those who 
go in for Economics at all — have prescribed for them only a 
single paper on ‘ Political Economy wliich, since the students 
are new to the subject, is necessarily of a cpiite elementary kind. 
The Honours candidates take an additional paper on ‘ Indian 
Economics \ And the M.A. candidates, in addition to yet 
another paper on Indian Economics, covering the same ground 
as the one set at the B.A. but presumably supposed to be stiffer, 
take half a paper on ‘ The History of Economics ' — by wbicli 
the University, in its confused way, means ‘The' History of 
Economic Doctrines togetJier with iialf a paper on ‘ Economic 
History including the History of Commerce in Europe as 
outlined by Gibbins ’ ! 
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What then does it all come to ? In the first place, the 
greater number by far of young Indians who study at the Univer- 
sity have no occasion to learn anything wluitsoever about the 
economic condition of their own country. In the second place, no 
' student, so far as theory is concerned, ever advances beyond the 
commonest rudiments. To him the works of Marshall-- except 
for the little volume called ‘ The Economics of Industry * — of 
Pigou, of Irving Fisher, of Clark, of Veblen, of Edgeworth, of 
Hoehm-Bawerk and of ail the other genuinely original thinkers in 
the realm of modern Rconomic Science who have given us deep and 
subtle analyses of the complex problems of our time, remain sealed 
books ! It is only in connexion with the degree in Commerce 
that any paper in Advanced Rconomic Theory is to be found. 

Such then is the state of affairs in regard to the study and 
teaching of Economics at one of our great centres of learning. 
And let no one say that in practice teachers or examiners have 
it in their power to remedy the deficiencies of the curriculum. 
The teacher is bound in the main to shape his course confor- 
mably with the linos laid for him. He may, to be sure, while 
lecturing on Western economic conditions, here and there, of his 
own accord, contrast them witli those prevalent in India, but the 
time at his disposal will scarcely permit him to do so on an ex- 
tensive scale ; and in any case mere casual references are no 
substitute for thorough and methodical study. Even the exam- 
iner dare not indulge any propensity he may .have to infuse his 
questions with some ‘ local colour ’. He is soon reminded — 
justly enough — by his colleagues that it is unfair to expect even 
a bowing acquaintance with the facts of Indian economic organi- 
zation from students who have been definitely told that the little 
Nicholson will see them through. 

‘ If Indian Economics ’ and ‘ Ordinary Economics ’ are to 
continue to be taught in watertight compartments as distinct 
topics and are to continue to be taken by different classes of 
siiid(ints, it would be better to make the former the elementary 
and tlift latter the advanced subject. For the proper scientific 
method is to proceed from the familiar to the unfamiliar. I how- 
ever venture strongly to urge that Indian Economics as such 
should disappear altogether, and I am glad to know that the 
University of Madras has no such subject in its curriculum. 
Every paper set here postulates a knowledge of Indian conditions, 
and at the. same time a knowledge of economic theory; the 
dividing line l)e:tween different types of examination turning, as 
it ought to do, not on whether the questions have to do with 
India or not, but simply on whether they are easy or difficult 
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and are therefore appropriate for Pass or for Honours catididatos 
respectively. 1 am told that other Universities also are di-op- 
ping the false antithesis 1 have been criticising; and I therefore hope 
that the day may not be far distant when the very name of 
‘ Indian Economics ’ will sound as uncouth, as infelicitous and as 
misleading to people in this country as it sounds elsewhere. 

If the present paper contributes in some degree to hasten 
the*coming of that day, it will have achieved its object. 



The Study and Teaching of Economics 
in India 

By John Matthai 

The study of Econoinios in a, University ^^cncrally covers, or 
ought to cover, tliree stages or parts — (1) Tost graduate — 
for training in research, witli or without a degree, (2) Under gradu- 
ate — preparing by instruction and examination for a degree, 
and (3) Extra graduate— for the benefit of persons who as a rule 
are not eligiWe for admission to the University, by the provision 
of diplomas. 

The three are vitally connected with each other. Without a 
well developed post-graduate department, then' will be no real, 
creative life in the University. It is the post-graduate work of 
the University which siits the tone of the whole intellectual life 
of the Univerisity. A regular under-graduate course is necessary 
for equipping teachers and advanced students, and it also keeps 
alive the importance of the study in the minds of students gener- 
ally. An extra graduate course helps to extend the scope of 
the University and it brings into the Univorsity a very valuabh' 
practical element, which is nowhere of grcah'.r importance* tlian 
in the study of the social sciences. 

I. Post Graduate Worl' 

The essentials of |: 08 t graduate w’oik aiv. — 

(1) Expert direction. 

(2) An atmosphere of fellowship. 

(3) Adequate stipends. 

(4) A well-equipped library. 

(5) Facilities of publication. 

(I) Every University should aim at having at least two men 
of sufficient reputation and experience in research to direct 
post-gracViate work. Where the direction is in the hands of one 
man, there is apt to be a narrowing of interests — an undue insis- 
tence on particular points of view — which is a danger in the case 
of a many-sided study like economics. 



' ',(2). There should be a sufficient number of advanced sfudenta 
to form a real fellowship — not less than half a dozen. 

(3) Whether it is |)ossible to have a sufficient number of 
advanced students will depend largely on the number and amount 
of stipends available. It is necessary to aim at getting the best 
men possible. For that stipends should b(j offered e(iual in 
amount at least to the initial salary in the Provincial Civil 
Seitice. Also, an advanced student must have a reasonable 
chance, if he succeeds in doing really good work, of a sufficiently 
attractive career as a lecturer or professor. This will to a con- 
siderable extent depend on whether there is provision fora full 
under graduate course in Feonomics in the University. So long 
as Economics finds no place except as part of a larger course, so 
long the best men will be turned away from advanced work for 
want of opportunities of subsequent employment. 

(4) An Economic library consists for the greater part of 
standard books and (Tovernment publications. It would be a 
good idea if in a city like Madras, the University and the Gov- 
ernment, especially the Development J^epartments, such as 
Agriculture, Industries and Co-operation, could unite in organiz- 
ing a Central Library of Economics for their common use. 

(5) Publication is essential to research partly as a moans of 
diffusing knowledge and attracting criticism and partly to provide 
the student with the incentive of reputation. Works of purely 
local interest and of moderate excellence jnay be published locally. 
But where a student has done work of at least respectable quality 
on a subject ul general interest or of exceptional quality on a 
subject of local interest, he should be helped to find an English 
publisher, or an Indian publisher accustomed to doing business 
abroad. In the case of an English publisher, arrangement 
should bo made for a cheap Indian edition. This is one of the 
ways in which we in India might help in the creation of a 
fraternal feeling among the Universities of the Empire. 


II. Undergraduate Work 

The study of Economics will, never come into its own in 
India until a full undergraduate course is organized leading to 
a separate degree in Economics. Such a course in necessary (1) 
to impart an adequate knoAvIcdgc of Economics and Political 
Science, in view of the coining industrial and political changes 
(2) as an evidence of the importance which the University 
attaches to the study of .Et:unomics. (3) to provide men of suffici- 
ently intensive training for advanced work, and (4). to .create 



suitable openings for men who have done successful work as 
advanced students. 

The difficulty at present is a practical difficulty, namely, the 
lack of teachers. But as long as .the University makes no 
separate provision for the study of Economics, there will be little 
inducement for colleges to entertain the necessary staff or for 
men to train themselves as teachers. We cannot wait for a 
separate degree till a sufficient staff has been first secured/ be- 
cause in reality they work mutually as cause and effect. * 

IIT. Extra Graduate Work 

A. diploma course stands somewhere between a vocational 
and a liberal course of study. It must bear a definite relation 
to the particular profession or line of work which the student 
follows or desires to follow. At the same time it is not intended 
to train him in the technique of the profession. If this view is 
right, a diploma course will probably fulfil its object best if it is 
split up into separate courses dealing with the Economic aspects 
of particular lines of work instead of being organized as a single 
general course. The following separate courses may be suggested 
— (a) Co-operation, (6) Social Service, (c) Commerce — each leading 
to a certificate of proficiency. This will not necessarily mean 
a corresponding increase of staffs because some of the subjects will 
be common to the three courses. 

The great danger with regard to the study of Economics not 
merely in India but in every country is that it is apt to get out of 
touch with the real life of the country. In Natural Science the 
student's wc^rkshop is the laboratory. In Economics his work- 
shop is the community itself. And nothing is of greater import- 
ance than to keep him in close relation to the growing life of the 
commi nity. The following means may be suggested to secure 
this end : 

(1) Common Seminars for undergraduate and diploma 
students. 

(•3) University Clubs for Social Service. 

(3) An Economic Society in the city open to senior stu- 
dents, busine!i:S men and others interested in Economic questions 
for periodic discussion. 

(4) Appointment of business men to the Senate and to the 
Board of Studies. Heads of the Departments of Agriculture, 
Industries, Co-operation and Fisheries to be ex-officio on the 
Board of Studies. 

(6) Lectures by business men on matters connected with 
their business. 
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(6) Excar6ion8 and practical investigations during the 
long vacation. 

It is of the utmost importance for the University to secure 
the co-operation of leading representatives of industrial and com- 
mercial interests. It is not merely their advice and assistance 
in organizing courses of study, etc., but their financial support 
that we want. And that support, the University is entitled to 
claitn, if it sets about its work properly, almost as a matter 
of right. 


.III i /N'.' " • 13 1 
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' Organisation of the studies and teaching 
of Economics in India ’ 

By (x. Satyanakayana Muhti, m.a., Pkofessok of Histohy 
AND Economics, Findlay Oollbob, Mannarotti>1. 

{Abridged) 

I. Hconomic Libraries 

After dealing with Economic Libriiries in England and 
America, Mr. Satyanarayaua Murti wrote : — 

I do not know if in this extensive land of onrs there are any 
economic libraries worth the name except a few hundreds or 
tens of hundreds of volumes (text-books l)y standard and minor 
writers, a few periodicals of both continental and Indian fame 
and a big unanalysed and ill-classi tied heap of government publi- 
cations and commission reports all counted together) oven in the 
University Libraries. A glance at the catalogue of our Madras 
University Library (both the original and the recent supplement) 
will show that not more than six or seven pages are devoted to 
the names of periodicals — not all of economic interest — those 
of economic interest can be counted on one’s finger’s ends. The 
number of standard works on Economics (general and Indian) 
has perhaps the same tale to tell. As for the other University 
Economic libraries, T frankly confess I have not seen them or 
heard much of any special interest about them, l^he economic 
libraries of some seven colleges alhliated to our Madras University 
I personally had the pleasure of seeing, and they do not oven 
approach the ideal of Europe and America either in the matter 
of the number of standard books and periodicals or in any 
outward signs of their having been used by any body except 
perhaps the lecturers and a tew others in charge of the subject 
(though of course in a few cases I have to borrow a penknife and 
cut the still uncut pages). A government college in the south had 
not ‘ the Economic Journal ’ until very recently and the college 
from which I come began to import ‘ the Economic Journal ’ only 
since las^ year. As for private libraries of Professors of Economics, 
about four years ago I had seen one of a Government College 
professor and the other of a native state college professor. The 
library of the latter, though it cannot of course stand com- 
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parison with that of a Professor Seligman of the Columbia 
University, is by far the best of the private economic libraries in 
Southern India and I -must acknowledge that I myself and our 
humble College library, Economic section, at the Findlay College, 
Mannargudi, have derived not a little inspiration and suggestion 
from it with regard to an average equipment of books for coacli- 
ing our B.A. students for the University Examinations. As 
for tile big Madras University library and the other Metropoli- 
tan College economic libraries, I am given to understand-pl am 
open to correction if my information is wrong — that very few 
people use the books and periodicals there and perhaps fewer 
people know how to make use of the valuable information stored 
in the few standard works, periodicals and government reports 
of economic and statistical importance. I shall he glad if the 
University Economics professor and his aljle staff would organize 
a series of special demonstration lectures as to a rational use of 
economic libraries not simply in the City of Madras to the fortu- 
nate few economic students here but even in some select locali- 
ties in the nioffusil. 

11. Economics In the University of Madras. 

Mr. Satyanarayana Murti recommended as follows : — 

(1) The economic research machinery and especially the 
staff (and duties) of the University Professor of Economics 
should be enlarged. The system of University lectures should 
be improved. 

(2) The Madras University, with Government aid if neces- 
sary, should insist on the method recently adopted by the Mysoix^ 
University in introducing simple Economics into the high school 
classes. Some special insistence must be placed on Indian 
Economic Geography by making it a compulsory and examinable 
subject in Group A or C ; for there is no use of having this 
useful subject in that all comprehensive but really hollow 
Group B. 

3. Economic History in Group iii Intermediate should be 
separated from Political History of England and given an 
independent status along with Economic History of India. 

(4) With regard to the B.A. (Pass and Honours course), 
separate papers, one on General Economics Theory and the 
other on Indian Economics should be set by the University 
and suitable syllabuses framed accordingly. The University 
should take early measures to have suitable text-books produced, 
text- books written according to the syllabus. 
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Books in several volumes, two or three like those of a Nicbol<* 
son or a Taussig or Bastable should be written with special 
reference to Indian conditions and in a way adapted to meet 
the real needs of the Indian Universities. The University might 
depute a Committee of experts having much leisure and freedom 
from other worry to do this useful work. 

(S) The dissertations and researches of University students 
and University Professors should be collected and bound Mnto 
volumes to be'placed at the disposal of every affiliated institution. 
A part of this research staff might usefully be asked to be an 
itinerant body, at least for a fraction of the year going from 
college to college and making practical demonstrations by 
delivering lectures on the subjects and results of their research. 



DISCUSSION 

• The use of the Lantern 

Tlie Hon. and Rev. K. M. Macphail said, in relation to 
Professor Lyons’ paper, that if the Indian Economic Associ- 
ation could take the initiative in developing the use of the lantern 
in the teaching of Economics, it would be conferring a great 
lx)on. Indian students wesre greatly assisted whenever the 
teacher could give them visual contact with the things discussed » 
as by the exhibition of actual cheques and bills of exchange. 
Colleges could not give them the advantages of foreign travel, 
hut they could be [provided with good lantern slides and a 
satisfactory apparatus, and this would be extremely valuable. 

Phopessoii Anstey supported the last speaker, but said that 
care should be taken lest the use of the lantern be regarded as 
an adequate substitute for actual observation, which, when 
l)ossible, was th(5 most effective means of studying concrete 
economic facts. He suggested that the Executive Committtie 
of the Association should be asked to formulate definite recom- 
mendations in the direction indicated by Professor Lyons. 

Pbopessob Kalb moved and pROPEssoii Shahani seconded 
a resolution to this effect, which was carried unanimously. 

The Study of * Indian Economics ’ 

Dr. Harold Mann opened the discussion . on Professor 
Anstey’s papei-. He said that while he was a strong advocate 
of th(? sepai-ate study of Indian Economics, he did not feel 
that there was any real difference between his position and 
Professor Anstey’s. He held, with Professor Anstey, that the 
study should start with the actual life of the people of India, 
but while Professor Anstey called this ‘Economics’ he called 
it ‘ Indian Economics.' 

Rao Bahadur K. V. Rangaswami Ayyangar, while holding 
that the study of Economics must start with reality, deplored 
the tendency in the teaching of Indian Economics to be content 
with the accumulation of uncoordinated facts, and the lack of 
endeavour to draw inferences and interpret phenomena. 

Mb. P. Ramanathan urged that the study of Economics 
should be combined with practical action. , . . . 



Pbofessob V. Ct. Kale said that the prevailing methods of 
Economic study in India were deplorable. Students passed 
their examinations by cramming summaries, and the teachers 
also had prepared themselves for teaching by similar means* 
The fault was partly in the courses and examination papers of 
the Universities; and the reform needed was that the course of 
instruction should train students to draw their own conclusions 
from facts presented to them. 

Propessob Arthur Brown said that the teacher was not a 
free agent. Much as he might like to teach on the lines advo- 
cated by previous speakers, he had to face the fact that what his 
students wanted was, not to conduct original investigation, but 
simply to pass their examinations and get their degrees. 

Mr. T. K. Dobaiswami Ayyab said that it was true that the 
psychological factor was an important one, and that Indian 
psychology differs from European; but nevertheless there 
was a distinct tendency in Indian cities to approximate in 
economic conditions and relations to the West ; and in the 
villages the difference between India and Europe was essentially 
a difference between medieval and modern conditions. The 
extra importance to be assigned to the force ot custom in India 
was not so great as some maintain. The special diihculty for 
the Indian teacher of Economics is that he should he familiar 
with both sets of conditions. 

Rev. Father Carty, S.J., expressed the view that the true 
line of division should not be between General and Indian 
Economics, but rather between the pure science which was of 
the higher cultural value, and its more practical and technical 
applications. He recommended that the former should pre- 
dominate in pass courses, and that opportunity to specialize in 
the latter should be provided in Honours courses. 

Mr. Vekkataran(4Ayya supported Professor Anstey’s plea 
for doing away with ^ Indian Economics ’ as a separate course of 
study. 

Dr. Gilbert Slater said that the discussion showed a 
general agreement among all the speakers with regard to the sort 
of study to be aimed at, but some difference with regard to the 
means of reaching the lend. He agreed with Professor Anstey in 
thinking that it is better to have no separate course of ' Indian 
Economics but to require that all the teaching should be based 
on a concrete study of Indian life, and be directed primarily to 
the interpretation of Indian life. He suggested that possibly 
the appearance of this curious subject ' Indian Economics ' in 
University Calendars was due to the exccGsive modesty of the 
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Indian scholars and professors. When Adam Smith Worked 
upon a French foundation he did not call his book ‘ The Wealth 
of Britain but ‘ The Wealth of Nations ’ ; when List took up the 
study of the English economists from a Glerman standpoint he 
called his book ‘National ’ not ‘ German ’ Economics. Similarly 
in Italy, Russia, U.S.A., and every country except India. But 
the Indian writer has shrunk from challenging comparison with 
writers of other countries of established reputation. He has 
looked libout for a little sphere of his own, and has produced 
the numerous text-books of ‘ Indian Economics ', when what is 
really necessary is that Indians, like writers of other nations, 
should attempt the re-interpretation of ordinary human life 
starting from their own experience and obsej-vation. 

PuoFESsoK Anstby, in reply, said that the difference between 
his position and that of Dr. Mann was real, not verbal. He 
held that the mere study of detailed and uncorrelated facts, in 
Indian villages or elsewhere, had in itself no value. 




Second Day 

MORNING SITTING 


Problems of Poverty and Methods of Social Betterment. 

The chfiir Wiis hikon by the Hon. and Rev. 1*1. M. 

The Ctiatkman in opening the meeting remarked that Political 
Economy had been declared to he ‘ a dismal scienc-i* ’ wliich 
cared notliing for the happiness of the individual. The papers 
before the Association that morning showed that how(!ver justi- 
fied snch an aceiisation might once have been, it was so no 
longer; but, on the contrary, its investigations were directed 
towards promoting the prosperity and hap|)ines^ of the most 
\infortunatc classes. 



PAPERS 


The effect of rise of prices on Rural 
Prosperity 

By Habold H. Mann and N. V. Kanitkah 

The effect of a rise in prices on the condition of the rural 
population in India has been a matter of very serious difference 
of opinion. Some authorities have .held that, seeing that the 
produce of the land was the source of the prosperity of land 
holders and village people generally, the fact of their being able 
to obtain a higher price for it would obviously lead to thci]’ 
general economic advantage. Others, equally well inforini^d, 
have stated that whatever would happen in theory, in practice 
every rise in price has meant more difficulty and more poverty 
in the rural areas. The matter is really of great importance, 
because, among other reasons, in a country of periodic land 
settlements such as occur in India, changes in price have always 
been considered a valid factor in determining changes in land 
assessment. €3^9 

There are many methods of making a study of the effect of 
a rise in prices on rural prosperity. But the series of village 
studios in Western India which wc have made in recent years 
seems to give us data for tackling the question at close quarters. 
These studies all relate to villages in Western India, and the 
first of them was published in 1917 under the title of ‘ Land and 
Labour in a Deccan Village.* The method of study in each 
case has b(jeu similai*. The people of the village have been 
studied family by family. The sources of revenue havc^ been 
ascertained for each family, as well as the necessary expenditure, 
including the payments of interest on debt which they had 
incurred. To complete such a balance sheet, family by family, 
naturally involved a certain number of assumptions as to the 
gross crop per acre, and hence the gross revenue from land, and 
also the minimum cost of living and clothing at the time when 
the study was lu Ae and at the prices prevailing. If the assump- 
tions made be correct, then the survey affords a means of ascer- 
taining the economic position of every family in the village, and 
also of the effect which any change in prices or other conditions 
would make on this position. It only requires, in fact, a 
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recalculation of the family data which we already possess, on 
the basis of a new level of prices, to enable a view to be obtained 
of the economic effect of any rise which may have occurred. 

In attempting to carry out this scheme of utilizing our 
family data for the study of the present problem it may be stated 
that wc have used the figures in hand for two Deccan villages. 
One of these is Pimpla Soudagar, an account of which has been 
already published, and which is situated ten miles west from 
Poona. The other is Jategaon Budruk, a somewhat larger 
village about twenty-five miles east from the capital of the 
Deccan. In the case of nearly every family in these two villages 
we have considered what would be the effect (1) of a general 
50 per cent rise in prices without rise in wages, and (2) of a 
general fifty per cent rise in prices with a corresponding (50 
per cent) increase in wages at the same time. 

In determining what meaning was to be attached to the 
term ‘ a general rise in prices’, w’e have made it include a rise 
involving all types of materials used by the village. Two general 
expenses had, however, to be excluded. On the one hand, land 
revenue, being fixed by a thirty years’ settlement, cannot rise 
and must be considered to remain constant. On the other hand 
the interest charged on loans in the village has not altered 
materially as a result of the rise of price of articles or of money 
in the great centres. The only reason we can think of for this 
is that the rate of interest was already so high — the average for 
the two villages is 19} and 23 per cent respectively — that it can 
hardly rise further and is hence independent of moderate 
rises in the value of money elsewhere. But except for land and 
money, the price of every commodity was assumed to rise to an 
equal extent, and to stand at a level 50 per cent higher than 
that previously occupied. The results have been exceedingly 
interesting, and we venture to lay them before the conference. 

To take the village of Pimpla Soudagar first, we may say 
that when the original study was made we divided the 103 
families in the village for which we had data into three groups. 
Group I consisted of families which were able to maintain them- 
selves, at a standard of efficiency and respectability which they 
considered satisfactory, from the income from land and cultiva- 
tion alone. Group II consisted of those who were, at their own 
standard, still in a solvent condition, though income from land 
had to supplemented by income from their labour to make them 
BO, while Group 111 included all those families who could not 
maintain themselves, at their own standard, even from income 
from land combined with income from labour, without going 
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into deb*t. The economic position, in other words, of Groups 1 
and II was sound : that of Group III was unsound. 

The economic position of the village families under these 
groups was as follows in 11)16 


Group 


; No. of 
; families. 


No. of 
persons 


Income from 
Latul. I Labour. 


Total 

Income. 


Necessary 
expendi- , lijto^ro.sr. 
turo. * 


I .. , 

K 

2o 

KS. 

1,699 

232 j 

1,931 1 

1,254 

1 54 

II .. ! 

as 

13G 

1,740 

6,710 ! 

8,450 ; 

6,890 

j 652 

Ill .. 

(J7 • 

319 

4,899 

6,169 1 

11,068 i 

16,987 

1,800 

Total .. 

103 

510 

8,338 

13,111 

21,449 i 

25,131 

1 2,.'jl5 


Taken group by group we have in summary : — 

1. In Group I (solvent from land only) there was an 

excess of Ks. 677 per annum on eight families, or 
‘Rs. 84'6 per family per annum. 

2. In Group II (solvent from land and labour) there was 

an excess of Ks. 1,560 per annum in twenty-eight 
families, or Es. 55*7 per family per annum. 

3. in Group III (insolvent) there was a dfdicit of Es. 5,019 

per annum in sixty-seven families, or Ks. 88*4 per 
family per annum. 

On the whole on the 103 faiuilies for which we have data 
there was a deficit of Es. 3,682, or Es. 35*7 per family per annum. 

Let us see what would be the effect of a rise in the cost of 
commodities of 50 per cent. This means, of course, a rise in 
the income from land, and a rise in expenditure on all items 
except labour and interest. The immediate effect is, dividing the, 
population into th(i same groups as before, to give us results iis 
follows ; — 


Group. 


. 'No. of 
. fami- 
lies. 


No. of 
persons. 


Income from 


Land. Labour. 


Tofcai 

Income. 


! Nccesaary 
j expendi- 
I ture. 


I Interest. 


I 

II 
I] I 

Total 


10 

30 

6 

32 

87 

448 

103 

610 


B8. 

BB. 

BB. 

UR. 

BB. 

3,233 i 

418 

3,661 

2,423 

818 

1,683 1 

1,060 

2,763 

2,303 

238 

7,608 ' 

11,667 

19,275 

31,056 

1,969 

12,524 

13,165 

26,689 : 

35,782 

i 2,616 



Taken group by group we have in summary — 

1. In Group 1 (solvent from land only) there was an excess 
of Bs. 1/228 per annum on ten families, or Bs. 122*8 
per family per annum. 

*2. In Group II (solvent from land and lalx)ur) there was an 
excess of Bs. 460 on six families, or Bs. 76*7 per 
family per annum. 

3. In Group III (insolvent) there was a deficit of Bs. 11,781 
' per annum in eighty-seven families, or Bs. 135*'4 per 
family per annum. 

On the whole on the 103 families for which we have data 
there was a deficit of Bs. 10,093 or Bs. 98 per family per annum. 

These results are very striking. The general effect of the 
rise of prices on the village as a whole is disastrous, but it has 
benefited a few families, which depend very largely on their own 
labour on their own land, and wlw have very large debts. The 
two families which have risen to the first group, show the follow- 


ing figures before and after the 

rise in 

prices : — 



[ncomo (rom 



j Excess 



Necessary 



Total. 

. expendi- 

Interest. of 


Land, ilabour. | 


ture. 

income. 


BB. 


RB. 


Before rise in prices. 

457 186 

613 

540 

264 73 

After rise in prices. ». 

m 186 

871 

650 

264 221 


These two families th(3refore rise from the? second to the first 
group. 

But while the effect has been beneficial in these two cases, a 
very large number of families are driven from the second group 
into the insolvent class. One family rises from the third to the 
secx)nd group, because nearly 80 per cent of its income is 
derived from land and also because of large interest commitments. 
It is curious to find the possession of large debts being a source 
of economic strength under the changed conditions ! 
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The efifect of the rise in prices oa the position of the six 
iaiinilies now belonging to Group II is shown in the following 
fcjible : — 


1 


Riso in I’ricrs 

! Income from 

Total 

j NeccBsary 1 

1 cxpoiidi- 1 
tnre. ! 

Interest. 

Excess 

of 

Income. 

i Laud. 

1 

1 

•Labour. 

income. 


1 RS. 

J 

US. 

RB. 

{ 

RS. 1 

’ i 

RK. 

Uefore . . 

t 

• 1 1,13U 

1,080 


1,074 : 

23f) 1 

528 

After 

.i t,C83 

1,080 1 


2,308 ‘ 

235 1 

4(>0 


Group in (or th() iiif-olvenls) becomes very much Ifirgov as a 
result of this rise in prices, ff one family heaves this grou[) 
twenty-one descend to it, and among these iweiity-one families 
a total excess of income in the year of Rs. 1,028 becom(*s a deficit 
of Rs. 901. The effect of the rise on the condition of the sixty- 
six families which originally belonged to this group is equally 
disastrous, and an original deficit of Rs. 5,914 per annum now 
becomes Rs. 10,207, being an increase of 72*5 per cent. 

Taking the village as a whole, an original deficit of Rs. 3,682 
in all the families in the village taken together, has increased in 
consequence of the rise in prices to Rs. lo,093 or by 174 per cauit. 

So much for the effect of a rise in prices without a ris(‘ in 
wages. It may enrich a few, but it is disastrous for the? village 
as a whole. But if wages rise also to the samtj extent as prices, 
what will be the economic result? Tlie following table shows 
the figures : — 


Income form 


Group. 

; No. of No. of 
j familicsl persons. 

Iiand. 

Labour. 

Total 

income. 

NeceBsaty 

expend!' 

tore. 

Interest. 




RB 

ns 

RB 


RS 

1 

11 

III 

10 

27 

66 

30 

140 I 
340 

3,233 ; 

2,541 

6,735 

1 027 i 

' 9,974 

j 9,109 

3,860 

12,515 

15,854 

2,636 
10,086 1 
23,871 , 

31S 

508 

1,1)89 

Total 

103 

510 j 

12,509 

19,710 

32.229 

36,493 

2,616 


I 


Taken g.oup by group we have in summary : — 

1. In Group I (solvent from land only) there was an excess 
of Rs. 1,324 per annum on ten families, or Rs. 132'4 
per family per annum. 



2. In Group II (solvent from land and labour) there was 

an excess of Rs. 2,429 per annum on twenty-seven 
families, or Rs. 90 per family per annum. 

3. In Group III (insolvents) there was a deficit of Rs. 8,017 

per annum on sixty-six families, or Rs. 121*5 per 
family per annum. 

On the whole, in the 103 families for which we have data, 
there was a deficit of Rs. 4,264, or Rs. 41*4 j,er family per 
annum: 

The position now reached is, of course, as would be expect- 
ed, not unlike that originally existing. There were thirty-six 
families in a sound position originally ; now there arc thirty- 
seven. Two rise from the second to the fii*st group on account 
of increased income from land, and the stationary expenditure on 
interest ; and one family rises from Group III to Group II for 
the same reasons. 

The ten families now in Group I have improved their posi- 
tion. Formerly they had an excess of income of Rs. 7.50 ; now 
this excess is Rs. 1,324. There has, in fact, been a rise of 76 
per cent, 'rhat is to say the excess has increased in greater 
proportion than the rise in prices and wages. The twenty-seven 
families in Group 11 have also improved their (‘conomic position. 
Formerly they had an excess of income of 1,586 ,* now this 
exc(?.ss is Rs. 2,4*29. There has, in fact, been a rise in the net 
profit ])er annum of 53 per cent, or again, in slightly higher 
proportion than the rise in prices and wages. The net loss of 
the sixty-six families now insolvent (Group III) according to our 
standard has increased from Rs. 6,914 to Rs. 8,017, or by nearly 
36 per cent. This is very large, but the increase in loss is not 
quite in the same proportion as the rise in prices. 

Generally, we may draw the following conclusions with 
regard to the effect of ii rise in prices and wages to the extent 
indicated on the economic condition of the population of the 
village of Pimpla Soudagar : — 

1. If prices rise 50 per cent without a rise in wages wc 
find as follows ; — 

(а) The people who depend on land alone, which they work 

with their oivn labour, and who have sufficient land 
to maintain them in a sound position before the rise 
in prices, are much better off. 

(б) Where there is a combined dependence on land (work- 

ed by themselves) and on labour, and w^here there 
was *a sound economic position before the rise in 

« prices, the position depends solely on the proportioff 
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between the income from eelf-worked land and that 
from labour. 

(<j) The man who benefits most is ho who works his land 
by labourers, in other words, the non-cultivating 
proprietor. 

(d) The general effect on the village population is disas- 
trous, and the annual deficit of the families belong- 
ing to the village, added together, increases enor- 
mously. 

IT. If prices rise 50 per cent, accompanied by a corre- 
sponding rise in wages, we find as follows : — 

(a) The people who depend on land alone, which they 

cultivate with their own labour, and who had sntfi- 
cient land to maintain them in a sound position 
before the rise in prices, are again much better off. 

(b) Where there is a combined dependence on land 

(worked by themselves) and on labour, and where a 
sound economic position existed before the rise in 
prices, the position is still improved, and the impro- 
vement is slightly greater than the rise in prices. 

(c) The non-cultivating proprietor is not appreciably 

affected, except in so far as he has largo debts. 

(ti) The general effect on the village population is to lower 
their economic position. The annual deficit of the 
families in the village taken together, has been 
increased by Ifi per cent. 

III. With a rise of prices, whether wages increase or no, two 
general results seem to ensue : — 

(a) The gulf between the solvent and the insolvent classes 

tends to widen. The vast majority of the people 
who were solvent, especially if they were solvent 
from land, seem to become more solvent! the 
insolvent previously become in most cases more 
insolvent. 

(b) As iaterest has not risen with rise in prices, those who 

had large debts incurred previously have suffer^ 
less in proportion than the others. 

So much for the results obtained by a study of the families 
in PimpJa Soudagar. But that village has been described as not 
typical because a considerable proportion of the population obtain 
their livelihood by working at Poona or Kirkee, which is close 
by. . It was hence of importance to investigate a place, otherwise 
of a similar character, but far from any large labour centre. The 
village of Jat^aon Budruk was chosen, being twenty-five inilee 
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from Poona, and having no large non-agricultural demand for 
labour anywhere near. Here there was a population of 732 in 
117 families, and the results of our inquiries were treated in 
exactly the same way as already described for Pimpla Soudagar. 

The economic position of the village families, divided into 
the same groups as before, was as follows in 1917, that is to say 
before the recent rapid rise in prices began. 


Group. 

No. of 
familius. 

No. of 
persons. 

Income from | 

Land. (Labour. ! 

Total 

income 

NeccBsaryl 
expend!-', 
lure. 1 

Interest 


IJ 

43 

IlK 

3140 

BS 

1,507 1 

4,6.56 

us 

2,338 

210 

TT 

is 


250 

i,2ia 

l,4r>:5 

1,245 

66 

in 

1S5 

cm 

12,408 

5,826 

18,234 

35,393 

6.479 

Total 

147 

73‘i 

15,807 

8, .546 ' 

24,353 

38.976 

6.755 


Taken group by group we hav(» in summary : — 

1. In Group T (solvent from land only) there was an 

excess of Es. 2,318 per annum on ten families, or 
Es. 231*8 per family per annum. 

2. In Group 11 (solvent from land and labour) there was 

an excess of Es. 218 per annum on twelve families, 
or Es 18'1 per family per annum. 

3. In Group III (insolvent) there was a deficit of Es. 

17,164 per annum on 125 families, or Es. 137*3 per 
family per annum. 

On the whole, on tlie 147 families for which we have data, 
there was a deficit of Es. 14,028, or Ks. 99*5 per family per 
annum. 

It is at once obvious that this is a village where the original 
difference between the more wealthy classes of the village and 
the poorer inhabitants is much greater than in the case pre- 
viously studied, and also that the proportion of insolvent families 
is much greater also. 

Let us see what would be the effect of a rise in the cost of 
commodities by 60 per cent, without rise in wages or in interest. 
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This is shown in the followiii}; table 


Oroiif. 


No, of ! No. of i 
jfamiliuis, ; persons, | 


Income from 

Total 

Land. Labour, ^“comc. 


Necessary! 

expendi- 

ture. 


Intercht. 




KB 

KB 

KB 

KB 

KB 

12 

68 

(5,088 ! 

1,507 1 

7,596 

, 4,052 

i ■ 402 • 

3 

4 

141 1 

227 ■ 

3G8 

i 343 

1 21 

182 

070 

17,174 i 

C,809 

24,283 1 

1 49,952 

1 6,329 

1-17 

782 

■i8,708 

8^3 ' 

82,21(> ' 

! 64,947 

(5,756 


Taken oiip by we? have in suinmai-y : — 

1. Jn Group I (solv(3nt Ironi land only) there was an excess 

of Rs. ‘2,943 per annum on 12 families, oi‘ Rs. ‘231-8 
pel- family per annum. 

2. Ill Group IT (solvent from land and labour) there was 

an excess of Hs. 23 per annum on three families, or 
Rs, 8-3 per family per annum. 

3. In Group m (insolvent) there was a deficit of Rs. 

25,G()9 on 132 families, or Rs. 194*4 per family per 
annum. 

On the whole, on the 147 familioB for which w <3 have data, 
there was a deficit of Rs. 22,701, or Jis. 154‘4 pei- family per 
annum. 

The position revealed by these figures is extraordinarily 
similar to that shown in the village prcAUously stated. There 
were twenty-two families in a sound jiosition originally, now there 
are only fifteen. Two families rise from the third to the first 
group on account of the increased income from land, and the 
stationary expenditure on interest, which forms proportionately a 
very large part f)f the total expenditure. A very large proportion 
(73 per cent) of those in Group IT fall into the insolvent class ; 
this would perhaps bo expected, as they depended for their 
solvency largely on the income from labour. 

The twelve families now in Group I have improved their 
position. Formerly they had an excess of income of Rs. 2,277 ; 
now this excess is Rs. 2,943. There has, in fact been a rise of 
29 per cent, which though less proportionately than the actual 
rise in prices, is substantial. The three families remaining in 
Group II have actually lost economically by the rise in prices, 
and barely rnamtain their solvency. The net loss of the remain- 
der (Group III) or the insolvents according to our standard has 
increased by 51 per cent— a proportion practically the same as 
that of the rise in prices. 
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Taking the village as a whole, the effect of a rise in prices of 
50 per cent without a rise in wages has been to convert an 
original deficit of Es. 14,628 into a deficit of Ks. 22,701, or an 
increase of 55 per cent. The proportion is not so large in tlie 
case of this village as in that previously studied, on account of the 
larger proportion of the income due to the self-working of the 
land, and also on account of the very much greater indebtedness 
of the village. 

Ho much for the effect of a rise in prices without a rise in 
wages. If wages rise also to th(i same extent as prices, the 
economic result is shown by the following table : — 


Incoiiui fiYiiii 



1 No. of 

■ No. of 
! porsoiiH. 

Land 

1 

|Lal)Oiir 

Total 

inooni(* 

Nocossajy 

expen- 

diture 

Iniere.st 







l^S. 

Its. 

I .. 

1 

; r)S 

0,038 

1 2,2iiU . 

S,3.J8 

4.704 

402 

IT ,. 

1 

13 

1 

' 20 


2,117 

2,400 

2,127 

90 

Til .. 

122 

oir) 

17,2A2 

8,420 

25,302 

48,231 

r.,203 

Total .. 

U7 

i 732 

23,703 

12,707 

30,500 

55,002 

0,055 


Taken group by group we have, in summary : — 

1. In Group T (solvent from land only) ihere was an excess 

of Es, 8,644 per annum on twelve faiuilic’s, or Ks. 803’7 
per family per annum. 

2. In Group II (solvent from land and labour) there was 

an excess of Ks. 8()8 per annum on 18 families, or 
Es. 27’9 per family per annum. 

3. In Group III (insolvent) there was a delicif of 

Es. 22,669 per annum on 122 families, or Es. 185 
per family per annum. 

On the whole, on the 147 families for which we have data, 
there was a deficit of Es. 18,562 or Ks. 1,21)3 per family per 
annum. 

The general conclusions are. therefore, almost identical 
with those reached in the case of the village previously studied. 
There were 22 families originally in a sound position ; now there 
are 25, or a slight increase. x\ll those previously solvent remain 
so, and three are added from the insolvent class. The improve- 
ment in the position of the latter is due, as before, to the increas- 
ed income from land, and to the interest being stationary. 



40 

The twelve families now in Group I have improved their 
position. Formerly they had an excess of income of Es. 2,277 ; 
now this excess is Bs. 3,044. There has been, in fact, a rise of 
00 per cent, that is to say the excess has increased in greater 
proportion than the rise hi prices and wages. The 13 families 
in Group II have also slightly improved their economic position. 
Formerly they had an excess income ot Rs. 195 ; now this 
excess is Rs. 303. Though the annual profit in those 13 famifies 
small, yet it has risen by 86 per cent, or again in larger prtipor- 
tion than the rise in prices. The net loss of the 122 families 
now insolvent according to our standard (Group III) has in- 
creased from Rs. 17,119 to Rs. 22,509, or by nearly 31 per cent. 
This is again large, but the increase in loss is not quite in the 
same proportion as the rise in prices. 

The results in tlie two villages under study are, therefore, 
exceedingly similar, and the results drawn on a previous pagi^ 
for Pimpla Soudagar seem to be perfectly true for Jategaon 
Bodruk. We would particularly call attention to the general 
conclusions. These show the mitigating effect of a previously 
high rate of interest on the results of a rise in prices. And 
more important still they show how a rise in prices will tend to 
emphasize economic differences, especially wltere the change in 
prices does not connote a corresponding change in the rate of 
interest. 

In general, the evil effects of rise in priccis on the general 
conditions of the rural population can, in the Deccan at any 
rate, hardly bo gainsaid. And if this is clear, the question of 
the maintenance of low prices by any means may b(^ a matter 
for much more serious concern on the part of tho8<‘ in authority 
than has hitherto been realized. 



Welfare worK in Madras City 

By Mus. Whitkhead, c.b.b. 

1. Welfare work in India U still in its infancy, so that there 
is very little information bearing on this subject available in 
convenient form for reference. Infoniiatiou with regard to the 
economic history of the labouring classes in Madras is hidden in 
vast piles of household accounts, acquittance rolls of firms, peti- 
tions, letters to and from Government departments and records 
of. Municipal doings. From all these sources much valuable 
matter will no doubt some day be extracted, but so far the work 
has not been done. From time to time investigations into actual 
conditions have been made, the first to be published being a small 
pamphlet by Mr. Arthur Davies and Mr. Ewing, and workers of 
all kinds amongst the poor have gradually accumulated a certain 
amount of knowledge about them. For all that the stock of in- 
formation available is extremely small and in many cases not 
altogether trustworthy. 

Moreover there are no trained welfare workers in Madras. 
This is not to say that there are not highly trained people work- 
ing in different departments. There are doctors, nurses, sanitary 
inspectors, school teachers and officials of the co-operative move- 
ment, but of trained welfare workers in the modern sense of the 
word there are none. 

Social workers in Madras have therefore had to work out 
their methods in the light of their own experience with such 
guidance as they have been able to get from the reading of 
Western literature and from departmental experts. 

2. Welfare work has of course been carried on by Gov- 
ernment, by missionary agencies and by a few special bodies, 
mainly under the heads of hospitals, schools, co-operative societies. 
I do not propose to make an examination into the work which 
has been accomplished but simply to describe a method which 
has been evolved in connection with work amongst the labouring, 
classes living in the villages, commonly called Faracheries, which 
are dotted about the municipal area of the City of Madras. 

3. The Faracheries are said to be about ISO in number. 
They are of different sizes varying from a dozen small huts to 

6 



42 


di considerable area, with a number of different streets and houses 
of many different types. They are inhabited mainly, though 
not exclusively, by Panchamas. There is often to be found a 
small number of Mahominodans, Indian Christians and Anglo- 
Indians. The Kuppuins and some of the caste villages are in 
general description hardly to be distinguished from the para- 
cheries and the methods of work in these places are much 
the same. * 

4. The land.-^lrL some cases the land on which the para- 
cheri is built belongs to the ^Municipality but more often it is the 
property of the non-resident landlord. These landlords are often 
Mahommedans and their own(;rship dates far back. The people 
who hav() settled on the land generally believe that they have 
occupied it from time immemorial, that their fathers entered into 
an agreement with the ancestors of the landlord to clear the 
ground on condition that they should occupy part of it them- 
selves. There are, however, no records of these transactions and 
it is possible that the first occupants were merely squatters 
who were allowed to build leaf shelters from wduch their present 
houses have gradually been evolved. A rent is charged by the 
landlord for the house site. This used to be four or eight annas 
but in many cases it has now been advanced to a rupee or 
Rs. 1-8-0. Further the value of land has increased very much 
since the beginning of the war and there is consequently a 
tendency on the part of the landlord to sell. He may offer the 
occupant the first refusal of his house site but at a prohibitive 
price, rising as high as Rs. 1,500 per ground or Es. *27,000 an 
acre. In a single case the people have united to form a Co-opera- 
tive Building Society and with the help of the Municipality have 
acquired the land on which ihcir houses stand. Many other 
groups would like to do the same thing if help could be given 
them in making the necessary arrangements. 

5. Houses . — The house itself or superstructure is generally 
the property of the inhabitant (occasionally w’e find him also the 
possessor of the house site but as a rule he pays rent to a land- 
lord). Some of the houses arc certainly not worthy of the name. 
They are mere leaf shclters-7-a very inadequate protection 
against sun and rain — others with mud walls are little better. 
We found one the other day which measured 8 ft. by 4 ft. and Was 
6 ft. high and in this one room people were cooking, sleeping and 
giving birth to children. Most of the huts however are somewhat 
larger 'and there is often a smaller room which is used as a 
kitchen. One of the worst features of these huts is the bad 
quality of . the flooring. The houses are built on the ground 
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without a plinth and in wet weather are never dry. When the 
ordinary storm water becomes mingled with sewage either from 
the cesspools or, which sometimes happens, from the drainage 
pipes themselves, the condition of the house can hardly be 
imagined by those who have not seen it. It has recently beqn 
stated that thd death-rate in one roomed houses is (iO per mille, 
in two roomed houses lU and in three roomed houses 9 per mille, 
figures which are more eloquent than any words to describe the 
evils arising from bad housing. 

6. Sanitation , — The problem of sanitation in these piira- 
cheries is an extremely clifficnli one. Some of them are furnislied 
with latrines, although this is not always the case. Moreover 
the accommodation in the latrines, especially on the women’s 
side, is often very deficient. The consequence of this is that the 
spaces round the latrines and also the lanes thcMiiscIvcs are in a 
very dirty state. Even when new latrines are built on the most 
approved principle by the Municipality, a reformation is not 
immediately effected as the habits of the people have to be 
changed by gradual education. 

A very important matter in the sanitation of a paracheri is 
the disposal of the rubbish. The ordinary paracheri is in a very 
dirty state. There are heaps of old leaves, paper, bnjken tiles 
and dirty rags in odd corners and although the Municipal cart is 
supposed to visit the locality there are many places where it 
cannot penetrate and where tlu^ rubbish heaps mii>' remain 
undisturbed for a considerable time. The Health Officer is 
willing to give dust bins where the people ask for them and 
if social work is actively carried on the pe^)ple can be naught 
to keep the street perfectly clean and to put the rubbish into dust, 
bins. It is in fact much easier to teach paracheri people to., 
dispose of their rubbish properly than caste people, the latter 
being defiled if they approach too near to dust bins. 

7. Water supply . — There were a very large number of old 
wells in Madras but these are now mostly closed and are super- 
seded by taps. In a few cases individual houses in the para- 
cheries have got taps, but in many instances there is single tap 
for the whole village. The women feel it a great hardship to 
have to walk five minutes from their door to the tap and five 
minutes back in order to get a pot full of water, there are often 
struggles for first place at the tap and many have to wait for a 
very long time for their turn. 

8. Lighting , — One of the improvements which the people 
mostly pray for is the provision of good lighting in the streets. 
If the expenditure of money were left to them they would probably . 
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spend an undue proportion on lamps compared with that expend* 
ed on sanitation and yet their standard is not very high and 
even in the best lit paracheries the light is very insnfficient. 
Compared to the lighting in the paracheries of Bangalore, those 
in Madras are very badly furnished. 

9. Employment . — The labouring classes of Madras live in 
the paracheries. Here we shall find the coolies, rickshaw ^men, 
jutka wallahs, peons and domestic servanis, with a sprinkling of 
artisans, fitters, compositors, carpenters and schoolmasters and 
also a certain number of clerks either in private firms or in 
Government service. So amongst the poorest: of the inhabitants 
we find men earning 4 or 5 As. a day and that not regularly, 
domestic servants on Ks. 10 to Rs. 16 a month, Government 
peons on Rs. 18, while the aristocracy of the place consists of 
writers, schoolmasters, superior artisans and butlers in service 
in large houses. It should emphatically be stated that in the 
Paracheries many families are to be found of high character and 
real capacity. 

10. Expe^iditure . — We have often attempted to find out 
exactly how much the people receive and how much they spend, 
and so far our results have not been satisfactory as \ve have only 
collected a very small number of family budgets which we can 
believe to be correct. It is especially difficult to get the people to 
tell us how much they spend on drink. As a rule the poorer the 
family the larger the proportion of its income which goes to the 
toddy shop. The question of food may be approached in the fol- 
lowing way. The Jail department may be supposed to have 


WOrked*out the cheapest dietary under which a 

man 

can be kept 

in health and strength. Tiie rations given in the Madras Jail for 

one man consist of— 

lb. 

OK. 

Rice 

1 

4 

Vegetables 

0 

6 

Oil 

0 

Oi 

Tamarind 

0 

Oj 

Salt 

0 

Oi 

Curry powder 

0 

Oi 

Onions 

0 

0] 

Firewood 

0 

12 


The cost to Government is three annas and five pies a day, . 
A woman requires rather less food and the food of a family of five 
(father, mother and three children^ according to the jail standard 
costa in the bazaar Bs. 28-14-6 a month. To this must be added 
reiit,elothing and also interest on loans which have been taken for 
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incidental expenses such as luarriages, house repairs or 
funerals. It would seem therefore that a man cannot marry 
and bring up a family of three children on a smaller income 
than Rs. 23 a month. How then are we to explain the 
discrepancy between this sum and the Income received by working 
men? The suggestions which have been made are first that 
there are sources of income which the people are not willing to 
acknowledge and secondly that in many days in the rnontli they 
do not eat enough to satisfy their hunger. 

Although as a scientific statement this leaves much to be 
desired the main fact is (dear that both Government and private 
employers are paying wages at rates under which it is impossible 
for the people to live up to the standard of necessity, or in other 
words wo are feeding our convicts better than our honest servants. 
The result of tliis procedure must be not only a very great loss 
of infantile life but a low standard of physique which will have 
a very serious effect in the years to come. 

11. Methods of Social Service.— Vf e cannot expect to effect 
any sudden improvement in the conditions of the labouring 
classes, especially as the conscience of the more educated or 
wealthier people is not yet awakened. Many people would 
be prepared to improve the condition of the poor if this im- 
provement could be brought about by speeches at public meetings 
and the passing of resolutions. But when they find that a real 
improvement involves increase of taxation or higher rates, as 
well as a real effort in personal service, their enthusiasm is apt to 
fade away. 

Two improvements which are urgently required are — First 
that Government and private (unployers should raise the pay of 
their servants so that they can afford to get food at least accord- 
ing to the jail standard, and secondly that the Municipality should 
be willing to spend money on improving the localities in which 
they live. But in addition to these measures there is room for a 
very great amount of social service or education in social welfare 
to be carried on by honorary workers amongst the people them- 
selves. 

In considering how this work may best be carried on we are 
confronted with the fact that the main social evils — poverty, 
disease, ignorance and intemperance are all interlaced and one- 
can hardly be attacked by itself. Poverty, for instance, is 
largely due to incompetence which is due to want of educatipn, 
but it is also due to intemperance and its immediate cause is 
very often a heavy weight of debt incurred for a marriage or 
some other special occasion. 
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And we therefore feel that social service may most effectively 
be carried on by selecting a group of people and amongst them 
vigorously attacking the main existing social evils at the same 
time. 

Our first step must be to secure workers and it is necessary 
to stipulate that if they un lertakc work they must carry it on 
regularly, giving one afternoon a week to the area to whjch 
they are attached. Tt will be necessary for them first to make 
some kind of survey of th(j area or paracheri which they have 
selected. Several good questionaires have been drawn up, 
varying in elaboration. The following is a simple questionaire 
suitable for a beginner. 

(1) Name and address of investigator. 

(2) Name of area or village to be investigated. 

(3) General description of locality and surroundings - On 

a hill? on the plain? enclosed by a wall? near a 
river ? 

General description of houses : mud? stone ? brick ? one 
or more storeys ? tiled roofs? Number of houses. 

. (4) Number of inhabitants? Names of principal castes and 
races and approximate number in each ? (including 
Europeans). 

. (5) Principal trades and occupations ? 

(6) Where do the people get their water-supply ? Are the 

streets lit by lamps at night ? Are there any dust 
bins or rubbish pits ? Are there any latrines ? 

(7) . Medical assistance — Is there a doctor ? a hospital ? a 

dispensary? a midwife? Barber women? What 
is it the habit of the people to do when they are 
ill ? Note especially on the confinements of the 
women. 

(8) Health — What sickness is most common in the area or 

village ? What is the rate of infantile mortality (i.e., 
the number per thousand of babies born who die 
before they arc one year old. You can get this figure 
from a registrar of births and deaths). 

(9) About how many of the people are in debt ? How much 

is the amount of the debt ? To whom is it owed V 
What security is given ? What interest is paid ? 

(10> Are ther 5 any Co-operative societies in the village ? Are 
they successful ? 

(11) Are there any schools? How many of the people can 
read ? 



(1® . Is there a liquor shop in the area ? Do the people drink 
much ? 

(Id) How arc the affairs of the place conducted ? Is there a 
panchayat which settles disputes? Talk this over 
with the elder men and if there is no such committee, 
ask them if it would be possible to form a committee 
which would, 

(a) encourage the formation of Co-operative societies, 

(b) improve the sanitation of the place, 

(c) fight againsL the drink habit, 

(iZ) start and manage primary schools when they are 
needed. 

(14) Do you consider the social condition of the place satis- 
factory ? If not, in what respects is it unsatisfactory ? 
Can you suggest any practical remedies ? 

The worker will not be able to make these enquiries all at 
once. He will first have to establish some kind of relationship 
with the people, but if he goes out for the first time with ah 
experienced worker this will be easily dune as the people are 
very willing to welcome those who visit them in a friendly 
spirit. 

The young worker will require some guidance in deciding 
what form of social work to undertake first. Many lads made 
a beginning at the time of the influenza epidemic and any 
special need of the people is also a great opportunity for winning 
their confidence, but whatever be his first step one main object 
of the worker should be to start a Co-operative Society, as with 
this as a foundation much may be accomplished, while without 
it the indebtedness of the people is a constant obstacle to their 
progress. In early days it was very difficult to interest the 
people in the idea of a Co-operative Society but there are now 
so many primary societies in Madras that the people themselves 
are asking for them and we have need for many more workers 
than are available for consolidating the work that is already 
begun. After the Co-operative Society has been formed it 
requires close supervision, given tactfully and in the nature of 
advice rather than of discipline, for a long time. Constant 
little difficulties arise and the worker will have to deal with 
them one by . one, acting often on his own responsibility, 
with only his good feeling and common sense to guide him. 
But the wonderful results that come from the cstablisbr 
meat and good management of a Go-operative Society wif) 
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be ah ampfe reward and he will have the' pleasure oif hhding 
the people grow in sense of responsibility and of seeing new 
ambitions springing up amongst them. In connection with the 
Co«operative Societies, the Registrar is anxious to promote baying 
of supplies on the indent system. Isolated experiments have 
already been made and are much appreciated, by the people. 
The system recommended is to open what may be called a One 
Day Store. The use of the school or some suitable building is 
secured and* to this brought on an appointed day as much 'vice, 
oil, pepper, chillies, tamarind, salt, and other supplies as is 
required by the people for a week. They have previously 
indented for the exact amount required so that there is no pos- 
sibility of waste. The supplies are then distributed and the cost 
is entered against them as a loan. 

Arrangements have been made for carrying out the same 
process next Pongal day with regard to cloth. 

As we go about we are constantly asked to start a' night 
school or even a day school as the people have come to recogni:^ 
the value of education. There are over 400 elementary schools in 
tile City -of Madras and yet we are asked tor more and more. 
The schools are not all very ejJective, and there is need of a larger 
supply of really expert supervision, but this hardly comes within 
cm? ^cope as none of us has the necessary training . or leisure to 
rsisjs .the standard of teaching in these schools. - ^ 

■ In attacking dirt and disease we have been very successful 
where we-have been able to secure and retain workei-s. It has 
been found that the people in a paraclieri can be trained to keep 
thdr village in a good state, free from the heaps of rubbish which 
are the worst breeding grounds for disease. There is a growing 
demand for dustbins and in some cases a number of the inhabi- 
tants of the cheri undertake to see that they are pi-operlv used.. 
A still further improvement could be effected if the Corporation 
were willing to spend money on a better provision of latrines and 
if voluntary workers wore willing to educate thi‘ people in this 
respect. 

As regards medical work an experiment has been made 
during the past two years which has been very successful and 
wjbich the Surgeon-General hopes to continue The use of {l 
sdhool or other building for a couple of hours each vveek is 
obtained and a iady doctor visits the place bringing a box dis- 
pensary, which is supplied by Government. Tht women and. 
c^ldren in the village are brought to the building by the honorary 
^rkers. The doctr^t then treats thdse suffering from minor 
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ailments and advises those suffering from more serious complaints 
to go to the hospital. It is the duty of the honorary workers 
during the week, 

(1) to see that the sick people really do j^o to hospital, 

(2) to see that the treatment prescribed by the doctor for 
the minor ailments is canied out. 

, A course of training in Hygiene for voluntary workers has 
been organized «nd opens on January b. It is hoped that this 
will be of great assistance to the honorary workers engaged in 
this form of service. 

Under the sclieme outlined above there is a great opening 
for work in the City of Madras. The people arc eager for work 
to be developed in this way. The officials arc most ready to 
help in every way possible and what is needed is a large increase 
in the number of honorary workers who will regularly give up 
every week a definite portion of their time and who will submit 
themselves to a definite training. There is this further encour- 
agement that in a large number of areas it will only be necessary 
to start the work and fo supervise it for a short time. The 
leaders amongst the pei»ple will then bo quite able to undertake 
it themselves and to carry it through successfully with the friendly 
help upon which they can always depend from the departmental 
experts. 

Little has been said about the moral problems which are 
involved in all attempts to raise the people. In the course of our 
work in the City of Madias we find terrible evidence of degrada- 
tion of life. It is beyond the scope of the present paper to 
discuss how this should be dealt with but it must be ever 
before the social worker whatever may be the particular form of 
work in which he is engaged. 

There remains only to discuss the general organizatitm of 
welfare work in ihe City. Effort seems usually to take shape in the 
form of very small organizations each with its own Presiilent and 
Secrelary and small handful of w'orkers. There are at least a 
dozen such organizations in Madras, some of them fairly well 
established and some of them quite new. Each has its own little 
sphere of work, each its own little bundle of enthusiasms, and any 
attempt to drill these organizations and bring thorn too rapidly 
into line would have the effect of extinguishing the small spark of 
true desire for service which animates them. On the other hand, it 
is necessary for their own sake as well as for the work to co-ordi- 
nate them by some general organization, and in 1917 the Madras 
Council of Social Service was formed to which all Social Service 
organizations in the Presidency are affiliated. This Council does 
7 
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Bot interfere with the internal government of any local organiza- 
tion but it takes action on points which affect several organiza- 
tions. It discusses policy and advises new leagues and associations 
when asked to do so. Its latest activity is to arrange for a scheme 
for training which is to be carried out under the general direction 
of the Surgeon-General and the Begistrar of Co-operative 
Societies. It should in time be able to collect a library on social 
subjects and to make its experience available in the form of 
pamphlets. * 

But after all our problem is not organization: to spin 
schemes and reduce them to paper is an easy matter, to acquire 
knowledge is a question of brains and time, but to raise up the 
depressed, to set free vast numbers of men and women who are 
enslaved under the tyranny of poverty, disease and vice requires 
a real power of sympathy and active love and a constant subdue- 
ing of selfish aims. As the years go on those of us who have 
been working together amongst the poor of Madras feel more 
and more that it is not schemes, however necessary and however 
good, that are going to raise them, but the power of a simple 
humble friendliness, in which we shall profit as much as they. 
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Th6 suggestions which form the subject matter of this paper 
are based very largely upon a study for three years of the working 
of the industrial system in Bombay. Although my remarks 
apply more especially to that city, yet they hold good for the 
most part in the other industrial centres of the country. 

The physical, moral and intellectual well being ot‘ the worker 
can be promoted partly by the worker himself, partly by his 
employer, partly by independent agencies (e. g., bodies of social 
workers), partly by local authorities, and partly by the State. 
We are here chiefly concerned with the part which the employer 
and the State can play in improving the welfare of the masses. 
While the State steps in from time to time to remedy some of 
the most glaring evils, it has largely been left to individual 
employers to take action. 

Voluntary effort on the part of employers to improve within 
the existing industrial system the conditions of employment in 
their own factories is known as Welfare Work. 

In a modern factory in England where up-to-date welfare 
methods are employed, we find attention in the first place given 
to the environment of the worker — ^the temperature of the factory, 
its ventilation, lighting, drainage and general cleanliness. Various 
safe^-guards for protecting the worker are provided. The comfort 
of the worker receives consideration by the provision of mess- 
rooms and facilities for getting food and refreshments, rest-rooms, 
lavatories and bath-rooms. A creche is provided for the infants 
and children of women workers. Employers also realize the 
importance of giving attention to recreation, and opportunities 
for Sodal intercourse. BeCreation Clubs are formed, playing 
fields are provided, orioket, tennis, football, hookey, bowls, 



52 


• 

croquet, basket ball, swimiuing, rowing, cycling and other open- 
air sports are encouraged. A.niong in-door exercises are billiards, 
chess, draughts, dsincing and gymnastics. The health of the 
worker is regarded as a matter of prime importance to the 
employer. For this reason doctors, trained nurses, dentists, dis- 
pensaries, conviilescent homes and holiday homes are provided. 
Frequently beds in hos])itals are placed at the disposal ol'^ em- 
ployers in recognition of tlnur siihscriptions. Mental development 
is not ovorlookcul and weHaro schemes under this head include 
factory schools, technical institutions, classes in cookery, needle- 
work and hoiisewiferv, lihraries, reading clubs, works magazines, 
bands and singing classes. Insurance schemes and provident 
funds are also frequently introduced by the employer for the 
benefit of his workpeople. Rince the outbreak of War, a large 
number of progressive eraployeis have established welfare depait- 
nients with specially trained men and women known as welfare 
secretaries in charge. The duties of the welfare secretary are 
many and varied, and tlie work is becoming a specialized 
profession. 

Conditions in India. 

At present the efforts of employers in India to improve the 
well-being of their operatives are isolated, and more or less 
spasmodic. Much of the initial work in educating employers in 
their responsibilities has been carried out by bodies of social 
workers, such as the Socicai Service League of Bombay. This 
League by organizing settlement work. lectures on social subjects, 
night classes, libraries, co-operative societies, fresh air excursions, 
open-air sports, etc., has pointed out to employers work which 
could very well he carried out in their mills. With the aid of a 
journal, the Social Service Uaarterbj, and other forms of propa- 
ganda, many employers have been inteiaisted in the activities of 
the League and have lent it tin ir financial support. More re- 
cently two large employers of labour offered to finance schemes 
of welfare work in their mills if the League would undertake the 
work of administration. The fust scheme to be carried out was 
for the Lenefit of the operatives working in the mills under the 
agency of Messrs. Curriniblioy, Fbrahim and Sons, Ltd. A 
building has been provided to serve as an institute where night 
schools, music and drill classes, lectures, etc., are hold. At the 
night schools the workmen receive instruction in the three E’s, 
English, Marathi, elementary mechanics and weaving. About 
a hundred students are on the rolls, but unfortunately attend* 
ance is very irregular, and few are found to stay at the school 
any length of tin^e. The music class bad to be discontinued 



* owing to the irregular attendance of the teacher, ’ while the 
drill class appears to be quite successful though small in num- 
bers. There is a library of over a thousand Marathi and a couple 
of hundred Gujerati books-— over 200 persons have enrolled 
themselves as members. A reading-room, which is well patro- 
nized, is also located in part of the Institute building. In an 
out house of the building "a club has been started with a view to 
supply wholesome refroshimmts of gunranteed quality and cleanli- 
ness at moderate rates. Arrangements have also been made for 
in-door games and recreation. A cricket clul) has been formed 
and open-air sports are held annually, in order to assist the 
workers to free theuiselv( s from the clutches of moneylenders, 
eight Co-operative Cr(3dit. Societies have been started with a 
membership of nearly 200. During the influenza epidemic a 
dispensary was opened, a whole-time doctor was engaged, and 
milk, medicine, blankets, etc., were freely supplied to those in 
need. Similar welfare work was started by the League at the 
instance of Messrs. Tata Sons, Ltd., in November, 191d, lor the 
benefit of the three mills under their agency, viz., the Tata, 
Standard and David Mills. The work is similar to that carried 
on at the Currimbhoy Ebrahiin Institute except that in addition 
an electricians’ night class is being held as an experiment at the 
David Mills. If it proves successful, a regular course of training 
will be instituted. A moral class is also held. At the Sports 
Club, football is one (‘f the games wdiich are encouraged. 

’rije success attending the efforts of the League in connec- 
tion with these iiistitufci's has eiicomageii it to prepare a bolder 
scheme for the (establishment of a number of Central Welfare 
institut( s where the work would not be confined to the employees 
of a particular mill nor the institutes maintained by a single firm, 
but by the general public. As part of this scheme the League 
intend renting a house in the suburbs to be used for week-end 
holiday resorts by workmen and for fresh air excuisions for 
children. 

Welfaue Woek at Maduas. 

Of a different nature is the welfare work which has been 
carried out by the Duckingham and Carnatic Mills in Madras. 
Nearly twenty years ago a small school was started for half- 
timers. It has expanded so greatly that it now includes half- 
timers, children ot workpeople, lull-timers and adults who attend 
the technical classes in the evening. In the technical classes the 
theory of weaving, sizing and spinning, machine drawing, build- 
ing constituction and practical geomeiry are taught by skilled 



foremen to about fifty men on the average. In the ecbobt for 
half-timers the subjects include English and the vernaculars, 
arithmetic, hygiene, gardening, general knowledge, hand-work, 
etc., carpentry, blacksmith work, taih^ring, drawing, drill and 
gymnastics. The school is in the midst of bright and healthy 
surroundings and is surrounded by extensive playgrounds in tho 
large compound. Other forms of welfare work, no less impor- 
tant, are tlie (Tiatuity Fund, a Dispensary, a Crecihe, a Ghatram, 
which provides a cooking, eating, resting place and shelter for 
workpeople, an institute with a library and reading room, a 
gymasiura, etc. Further an extieinely interesting housing scheme 
has been initiated for the benefit of the worst-paid workers and 
already a large number of very superior houses have been built. 
These are in great demand. 

Welfare work is also being carried out on an exti^Usive scald 
at the Tata Iron and Steel Works, Jamshedpur, and to a less 
extent at some of the (Calcutta jiite mills. Apart from these few 
exceptional instances, very little in the form of active welfare 
work is being undertaken in India. Let us see what work could 
be undertaken by employers in India and how far the existing 
factory legislation fails in its operation. 

Vkntilatiojn, Sanitation, etc. 

There are considerable differences in the standard of lighting 
and ventilation from factory to factory. While in newly-con- 
dtructed mills in Be ngal and Bombay excellent provisions for 
g6od lighting and ventilation are maintain(^d and even in older 
mills the fitting of fans and distributing air trunks has brought 
about great improvements, there are still large numbers of fac- 
tories which are badly lighted anil ill-ventilated. Defective 
lighting and ventilation is common in seasonal factories, while 
many weaving sheds arc over-humidified. No great change can 
be made until rccogni/od standards of lighting and ventilation 
are adopted and the Factojy Act, accordingly amended. It is 
seldom realized tiiat where lighting is poor, the risk of accidents 
is increased. 

Similar differences exist in the matter of sanitation. Most 
of the large textile concerns in Bengal have introduced septic 
tank latrines, and in Bombay excellent latrines are provided in 
some works. In one of these, the latrines have been made so 
comfortable that the employer complains that when his men 
want a rest they visit the latrine, and here they are to be found 
smoking and playing cards ! While in many mills wo find such 
excellent sanitary arrangements in a large number of others the 
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msanitai'y hand service system exists. Further, in the Punjab 
and other parts of the country, the standard of sanitation is con- 
siderably lower than in Calcutta and Bombay. Ginning and 
pressing factories are, again, some of the worst culprits in carry- 
ing out the rules passed under the Indian Factories Act, e.g., 
the annual lime-washing is neglected by the majority of such 
factories in Punjab. 

*The importance of a plentiful supply of good filtered water 
is very great, and while this appears to have received careful 
attention in the Presidencies, complaints are made by the factory 
inspectors in the Punjab that tlu're is inadequate provision by 
seasonal factories. Further, there is no legal compulsion for the 
provision of lavatories and bathing tanks. Some of the more up- 
to-date mills have constructed excellent ‘pukka’ tanks where the 
water is changed frequently, while others provide walled-in 
shower baths. The .\ct slumld, however, be amended to make 
compulsory the provision of bathing facilities, the exact form to 
be prescribed by rule of the Provincial Government. Under 
existing conditions in many mills there are no facilities for a bath 
or for a wash during the midday intcuwal or after-work. 
A(3CIDENTS. 

Many of the accidents in Indian mills are attributed to the 
lung working hours in factories leading to a dazed condition of 
operatives. The only remedy is a shorter working day which 
will lead t.o reduction in the number of accidents. Many acci- 
dents are caused by the gross carelessness and ignorance of the 
workers. The great demand for labour during the recent indus- 
trial activity in India has resulted in a number of persons 
unacquainted with factory life taking up the work, and frequently 
tall victims through sheer ignorance. On the other hand, several 
accidents can be attributed to bad lighting in a factory, or, in 
the case of cotton and jute godowns, attempts to economize space 
at the expense of safety. 

It would appear, tlien. if any great diminution in the 
number of accidents is to be expected, the working hours 
should be reduced, interior lighting of factories, especially gin- 
ning factories, should be improved, strict rules for the storing 
and stacking of bales should be laid down, and move care and 
supervision should be exercised by the supervising staffs of mills 
to teach raw and ignorant workers. Further, it should be made 
compulsory under the Factory Act that each mill should have a 
rubber-tyred ambulance-stretcher which must be kept in a good 
state of repair. Under the existing Factory Act the rules which 
have been drawn up by, for example, the Government of Bombay 



relate only to the notification of accident s, but no rules aie in 
force which lay down the procedure to be adopted for rendering 
medical assistance to the injiin d person. Some mills are 
situated in remote parts of a city, where gharries are difficult to 
obtain. I have known of cases where the injured man has had 
to be conveyed to hospital in a bullock-cart (vxposcd to the 
scorching heat of an Eastern smi. As tlie law does not compel 
provision to be made for immediate medical attendance when 
required, cases do occur whore the injured party is unalJe to 
receive skilled first-aid. A number of mills have provided for 
the part-time services of a doctor or coiiipo under, but Ireqiu ntly 
they are not on tlu jnvmisi s wlum an accident occurs. It is for 
this reason that the recommendation of the Govtruincnt of 
Aladi-MS should be followed by other provincial Governnioiits. 
The Madras Government has ijnpressed u))on faetcrv-r wiurs 
the importance of miking ample provision for rendering aid 
to workers in ease of accidents. At‘cordingly it is laid down 
that Chapters 8, 0 and 10 (^f tho Indian Manual of First Aid 
should be printed and hung up in prominent places in factories, 
that employers are advised to keep first-aid chests and to en- 
courage the holding of first-aid classes for instructing the more 
intelligent of the workmen. In the reader's opinion employers 
of factories throughout India should be compelled by law to make 
these provisions. They should also be urged to start nursirig 
classes among their women employ ei s ns is done; in many a 
factory in England. 

Delay in removing the injured party to hospital often occurs 
through the necessity of a police sepoy accompanying the injured 
man to secure his admission to hospital. This could be avoided 
if admission to hospital w-ere made on the authority of the 
manager or some other r(iS])onsil>lc officer at the mill. 

MESS VXD REST-liOOMS. 

Owing to the long hours, short intervals and often long 
distances of factories from the homes of tJie w orktirs, thi-y (ranuot 
return home for the midday meal. Their women-folk bring tlu ir 
food to them at the works, but as no facilities are provided in the 
form of mess r'^oms, they have to eat wherever they can. When 
the midday syren is sounded it is a comtnon sight to see the 
operatives sitting on the srairs or in the corridors or In* their 
machines, son- j eating while others are asleep, for no rest-rooms 
are provided. Surely it is belter to have proper rest-rooms than 
to allow the workers to rest under these conditions or to seek a 
retreat in the foul atmosphere of the latrine. 
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No facilities are given for obtaining wholesome food and 
refreshment within the factory compound. Workers who require 
to purchase food usually have to do so from the vendors sitting 
outside the factory gate. 


CRECHES 

.There are many women who work in fachjries (e.g. ‘ reelers ’ 
and ‘ winders ' in a cotton mill) and who have no relations at 
home to look after their young children. Jn many mills, and 
especially in ginning factories, they bring their children with 
them to their work. 

A factory inspector writing about this says ‘ it is a common 
thing to see tiny children playing on the dangerous gins or being 
nursed by their mothers. 'Fhe aiiiiospliere is full of dust and 
cotton waste.’ Apart from the dangers of such a practice one 
can imagine the terrible effects of such conditions on tlie health 
of infants, and yet there is nothing in the Factory Act t(j prevent 
such young childivn lieiiig brought within the working depart- 
ments of factories. Even older children who are left by their 
parents to look after tliemselves spend their time in their 
parents’ absence either in insanitary dwellings or playing in the 
streets. To put an end to these evils every factory employing 
women workers should be compelled l)y law tc provide creches 
with ayahs to look after the children and babies while their 
parents are at work. Here th(*y would be cared for and given 
toys to play with in healthy surroundings. 

Such institutions have been established at the Buckingham 
and Carnatic Mills and at one or two other factories. 

RECREATION 

InsulVicient attention is given by employers to recreation 
facilities. I'lie long factory hours partly [)revent sports being 
encouraged, but advantage might well be taken of Sundays and 
other holidays. The Indian working lad and man is very keen 
on gymnastics and wrestling. These might well bo encouraged. 
The formation of a Sport.s Club could easily be undertaken by 
an employer if he would but take interest in bis workmen. 
If playing grounds could not be acquired owing to difficulties 
of acquiring land, applications for pitches in the public parks 
and open spaces could well be made and games like cricket, 
football or hockey encouraged. If these are not found to be 
popular among the workmen, Indian games like ‘ kubbadee ' 
might be introduced. It is unlikely that attempts to encourage 
games or sports on a large scale will be successful until the 



58 


ho^rs of lal)oui’ are reduced, as the workmen are too fatigued 
at the end of the day or end of the week to take interest in 
anything. 

INSTITUTES 

Employers would also do well to follow the example of 
the Binnys the Tatas and the Curriinhhoys by establishing 
workmen's institutes on the lines alrt^ady indicated. &uch 
institutes accompanied ))y the other schemes of welfafe work 
which have been suggested in this paper, would do much to 
improve the lot ol' tlie average mill hand and at the same time 
would be found to pay the employer. Labour would tend less to 
tnigrate from factory to factory and the more contented the lot 
of the' workman could be made the greater likelihood ot ensur- 
ing an adequate supply of labour and the greater likelihood of 
labour settling down at the factory. The supply of labour is 
one of the gi*eatest pin^bleins which employers in India have to 
face and yet they hardly seem lo realize that, tlie only method of 
solving it is to make th('. conditions of living of their workers 
so attractive that the lal)oiirers will not desire to return to their 
villages, but will make their permanent residence in or near their 
employer's mill. 

If employers do not take the initiative themscivtjs, their 
hands will be forced either by the legislature or by the workers 
themselves, for industrial labour in India is siwakening. The 
contemplated early introduction of comjuilsory primary education 
will teach the rising generation of I'actorv workers to read. 
When once they l)egin to read, they will begin to think and to 
demand their riglits. Then will (jommenct; conflicts between 
labour and capital similar to those taking place* in Europe to- 
day. Although the capitalist in India has tliese les.sons before 
him, yet he appears to be blind to theui. Now is the time for 
him to sympathetically investigate complaints and give oppor- 
tunititis to his workers for voicing their grievances, and at the same 
time to carry out an active policy of industrial betterment and 
welfare work. This can most satisfactorily Iwi done by the 
establishment of a welfare department in the. mill where men 
and women trained in welfare methods will be devoting their 
whole time and 'energy to improving the position of the manual 
worker. 

HOURS OP LABOUR 

According to the Factories Act, no person s|pall be employed 
in a textile factory for more than twelve hours per day. There 
must be an interw^l of at least half an hour after every six hours’ 
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labour and do work is permitted on Sundays unless tliero has 
been a holiday in one of the three days preceding or succeeding 
the Sunday. While there are several employers who do not work 
the full twelve-hour day, yet the majority do so. In actual 
practice the mill-hand rises in the early hours (at 4.80 a.m. 
or 5 a.m.) prepares and eats a hasty meal, proceeds to the mill 
reaching there about' 0 a.m. or 6.30 ii-.m. After a twelve-hour 
working day with a half-hour interval, ho leavers the mill at 
0.30 p.tn. or 7 p.m. at the earliest. On his way home he generally 
purchases a few condimtiiits and vviien lie reaches liome, has 
to wash, cook his food and have his livening iiuial. It is nearly 
9 P.M. by the time this is completed. Recreation is not possible. 
He either goes to bed or spends th(^ next f(»w hours at the drink 
shop. This is repeatiMl daily for six days at ti stretch. It is not 
surprising tlujn that the fachu-y hand and social worker clamour 
for a reduction of hours. The mu plover, while admitting that 
the hours are long, complains that much time is lost in loitering 
and that the actual hours spent in work arc considerably less 
than twelve*. The answer given in reply to this argument is that 
if shorter hours are actually worked by the operative it were 
better that ho were employed continuously for these shorter 
hours and then be allowed leisure. 

The advocates for a shorter working day urge an immediate 
reduction to 10 hours instead of the present 12. This would no 
doubt result in a considerable diminution of output, for any 
attempt to ‘ speed uj) * very greatly in consecjiience of the great 
reduction would probably lead to discontent and strikes. 
Moreoycr the piece-worker would ])robably find at first that he 
would draw less wages unless piece rates were? raised in propin- 
tion. While economists as a rule recognize the value of reducing 
working hours, I feel that it will be generally admitted that 
reduction by stages wHiuld bring about better results and cause 
less discontent than by a sudden ri*duction from 1*2 to 10. By 
all means make the ten-hour day the ultimate aim of the move- 
ment, but if it is carried out by stages, production can he screwed 
up by stages. 

In order to create as little dislocation as possible, the twelve- 
hour day should be reduced by one hour, and then by a further 
stage of one hour, or two further stages of Half an hour each. 
These hours should apply to all factories and not only to textile 
mills. 

EMPLOYMENT OP WOMEN 

According to the existing legislation no woman is ‘allowed 
to be employed at a factory for more than 1 1 hours. In actual 





practice there is excessive, eiiiployinent of women especially in 
seasonal factories. In recent reports of the Factory Inspectors 
for Bombay Prcsiden(\> cases are recorded where the ginning 
factory managers have l)een convicted of working their women 
labourers for ‘24 lioiu s, while in 1917 the manager of a mill in 
Ahmedabad was convicted lor attempting to do the same thing. 
J)( 3 tectiou of such crimes — for they are criminal acts — iig ex- 
tremely difficult, and wlum proseeiiiions arc instituted, the fines 
imposed have been slight compared to the gravity of the offence. 
Ginning factories take advantage of tlie difficulties of regular 
and frequent inspecri(m, wliilc Section ‘27 of the Indian Factories 
Act (1911) practically amounts to allowing them to work their 
wtiiueii employees an unlimited number of hours. The only means 
to put ti .stop to these abuses is to repeal this section of the Act, 
carry out more Irtvjuenl inspection of these factories, prohibit 
night work for women, and make it a criminal act heavily puni- 
shable by fine and imprisonment for an employer to deliberately 
work women an excessive number of hours. 

Moreover to prevent tin' sweating of w^omeu in ginning 
factories, the principle of a minimum w^age would l)e a welcome 
introduction, ft would, however, be extremely difficult to carry 
out such a proposal without a gn^atly increased inspe^ctorate and 
without educated work-people, which is too much 1o expect at 
present. Better regulations for safe-guarding the health of the 
worker should hcj made for all seasonal factories, ft is in these 
factories that the greatest abuses exist in the industrial system 
of India. 

There is also great need for the employment of w'omen 
factory inspectors and women welfare works in all mills and 
factories where women are employed. It slumld he the special 
duty of these welfare workers tosalcguard the intei'ests of women 
employees and to raise thi* moral tone of thf»se departments of 
mills were * naikins' or women supervisors exercise considerable 
influence for evil. These naikins are wounm of low moral 
standing, who fiequently co-operate with the reeling clerk to 
drive many of the girls and women under their control into 
degradation. 

UMPLOYMJiNT OF CHILDREN 

The Factiries Act lays down that no child under fourteen 
years shall be employed in a factory (1) unless certified to be nine 
years or more, (2) before o.dO a.m. or after 7 p.m., and (3) for 
more than seven hours in any one day. 
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To evade the law a child will frequently be made to work 
in a factory from () a.m. to 12 noon and then go to a neighbour- 
ing mill and work there during the afternoon. In two mills in 
Ahmedabad, two jobbers were recently convicted and fined for 
having worked half-time children (by arrangements between 
themselves) in each of the mills alternately on separate sets of 
certificates. It is extremely difficult to put a stop to such practi- 
ces, as the children are enrolled under difierunt names in the two 
mills. * The children are also tauglit by the jobbers or overseers to 
fear tJie Factory Inspector, so when he visits a factory and enters 
a department where children are employed, they race about screa- 
ming and if the Inspector attempted to give chase the children 
would be likely to run into machinery. 

Excessive employment of children is not unusual in ginning 
factories. In one factory alone fourteen children, including four 
under nine years of age, were found working illegally lung hours. 
To minimise tlie risk of detection, ginning factories frequently 
close up on hearing of the likcliliood of an inspection or adopt 
devices to prevent the muster-roll of the factory being inspected. 

In order to put a stop to these abuses, the Collector of 
Jiombay in the .Bombay Factories lieport for 1918 advocates the 
raising of the minimum age for employment in mills from nine 
to twelve and the lowest age for adults from fourteen to sixteen. 
This recommendation is almost identical with the action of the 
Washington rnternatioiial Labour Conference, whicJi has passed 
a resolution favouring the minimum age limit for employment 
in certain highly organized industries in this country being raised 
from nine to twelve years. 

INSPECTION 

A great many of the breaches of provisions of the existing 
Factory Acts are due to inspections not being suflicientlv frequent 
and punishments not sufficiently severe. Many seasonal factory 
owners, we are told, count ujxm a second visit of an Inspector as 
improbable. Numbers of factories are frequently never visited 
even once a year. The following statistics arc of interest : — 
During 1918 Inspected Uninspected. 

Punjab ... 65 111 

United Provinces ... 145 48 

Bengal ... 219 389 

Bihar and Orissa ... 2 40 

Assam ... None 15 

Madras ... 446 14 

Bombay ••• 815 20 
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Inspection appears to be ve;^;y defective in t.he Punjab,* 
Bihar and Orissa, and Bengal. It is essential that the staff 
of Inspectors in tliese provinces should be increased. Also 
women inspectors should be appointed to give special attention 
to those factories where women are employed. 

Purthor, Inspectors sliould endeavour to arrange conferences 
between employers, employees, social workers and the inspecto- 
rate for the purpose of discussing means of securing tht; safety 
and health of [)ersons employed. 

PENALTIES 

In cases of infringements of the existing laws by the em- 
ployer, the occupier or maiuiger of a factory is pi-osccuted. 
This inevitably results in the manager evading the responsi- 
bility by passing otf the act as that of a suhordinah'. It is the 
Agent of the factory who should bo liable to prosecution. 

The Chief Inspector of Factories in Bombay advocates mucJi 
greater publicity of cases of prosecution of mills for offences 
under the Act. He urges that those mills which break the pro- 
visions of the act should be pilloried by ^having their names 
published. In the writer s opinion this form of punishment 
would hardly be adequate to put an en<l to such offences. 
Where breaches of the Act, especially in c.ase of rhe illegal em- 
ployment a women and children, are not the. result of care- 
lessness or neglect but of delilnirate infringement of the law. 
.the Agent should he iiold criminally liable foi such acts and the 
punishments sh-mid be (‘xemplary. At the present time the 
penalties imposed are. disproportionate to the offences co.mjuit ted. 

INDUSTUIP:S UKIIUIIUNG SPECIAIj control 

It will have been noticed in the cour.se of this paper that the 
greatest abuses ai’n to be found in seasonal factories. These 
should be rigorously d*alt with and strict K^gulations should be 
introduced and enfore- d. There are also small industries, such 
as bidi-making, which re(juire spe-aal regulation. To (piote a 
recent report of the AnLi-Tubereulosis Ltiague, Bombay, bidis 
are made in places practically devoid of all ventilation, dark and 
very -thickly crowded. Almt 100 shops were visited which 
employ 1,500 hands ; two of these shops were found to employ 
as many as 150 hands in an area of about 400 sq. ft. Even 
worse than th ^se were the others. These are only to 4 ft. in 
height and 6 ft. by 6 and genej-ally hold fis many as 15 to 10 
bidi makers. These shops are the chief centres of disease. The 
workers , sit in or place and in one position for 8 to 10 hours. 
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They efwtgli* and sneeze into other's faeos and even ni)oh the 
bidis, and if any one pei^on is sufifering from what is known as 
an open tubercle, the whole attic is thus likely to be affected 
'Within a short time. Young girls from the age of seven are 
found to take up. the work, even though the hours are long and 
the labour is sweated. 

KDUCJATION OF FAOTORY CHILDREN 

■ 

The factory Commission of 1908 recoTiimendod the opening 
of special schools in close proximity to mills, where; instruction to 
half-timers could lie given. While this suggestion resulted in a 
number of such schools being opened and, according to an esti- 
mate made iir 1913, 17 per cent of the factory children attended 
school, yet the results have lieen far from satisfactory. Many of 
the schools have since lieen closed owing to irregular attendance ; 
in others the instruction given is of little utility owing to ineffici- 
ent teaching. IVforeover. the presence of children in or near the 
mills during working hours is open to almse. Correspondence 
hetwocn Government and employers has resulted in various 
suggtistions for improvement, most of which are unsatisfactory. 
It would appear, howevei'. that the only sound method of dealing 
witli this problem would Ije for the Municipality to provide 
special primary schools in industrial localities for the free and 
compulsory education of hal f-timers. The initial cost of construc- 
tion should be borne by the ^funicipality aideil by the. Govern- 
ment. 'fhe cost oi" equipment and maintenance should be shared 
at first in equal proportions by tlie employer .and tJic Municqja- 
lity. Subsequently as primary education is e.xtended, the share 
of the em[)loyer should diminish until such tiiui' as complete free 
and compulsory eihication is introduced, when the emplover would 

no longer make any contribution. 

The Horn hay Municiiialitv have framed a scheme for intro- 
ducing coiiqilete conqiulsoiy education by. the end of ten years. 
If the Municipality were to give attonl.ion to the construction of 
primary schools tor mill hands first, and share the cost of main- 
tenance equally with the Millowuers for tlu' first year, then 
according to my suggestion, in the second year the Mnuicipality' 
share would he 56 pei- cent and the Millownerr 4‘i per cent, in 
the third year the respective percentages would be 60 and 40 
and so on. 

The control of the schools could be vested either m the 
Schools (Committee of the Municipality with tlie addition of repre- 
sentatives from the Millowncrs' Association or in a joint com- 
mittee representing the Municipality and the Millowners. 
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School carts should be provided by the Municipality to 
convey children employed at mills situated at a distance from 
the school. 

In the event of the proposal to raise tlic age of employment 
of children in factories irom to 12 being adopted, the need tor 
providing shools for mill-hands will not arise as tlio proposed 
schemes of compulsory education cover the ages from 6 tp 12 
years. 

Time has prevented me from dealing with such questions 
as housing, sanitation, ventilation, etc., all of which are of the 
utmost importance. 

In conclusion, let me ap[)eal to employers and the Govern- 
ment in this country to give attention to tin', industrial and social 
conditions of the working cla.sses. ff they fail to give attention 
to these matters, industrial conflicts will arise in this country 
similar to what we now witness in the West, for lal)oui* is 
awakening, and with the introductiou of compulsory education 
in this country, labour will begin to dtnnand its rights. 



The Housing of the Poor in the 
City of Madras 


By V. V'ENKATAsunnATYA, MEMiiKii Skiiyants mi 
India So(’iktv 

Some time Jigo a menil>er of the MaJias (’o-operativt 
Leather Goods Factory, of which I have ihe honour to be l^ri' 
sideiit, pressed me to go to his hous(‘ in order to get an idea ol 
the conditions in which he and sojue others lived, 'fho house 
is 5-2 foot by 4*2 f(*et with an f>pen .space in ilie coni re which 
occupies a])out a tliird of ihe area. There is a small latrine 
which is generally not used by the male inmates. N(^ less than 
nine families are herded together i]i this housi' making a total 
of l*orty-(jighi .souls, of whom eighteen are children under ten 
years of age. When I visited the liousr two women had been 
recojitly conlined and three more were exporting ro be dt‘livei*ed 
soon, all ill that houst'. Each family has only one room of the 
average dimensions of S fiuit by (’> feet, which in some, cases is als<.» 
the kitchen. In fair weather the nn;n sleep in the open space. 
'rh(’re is a koofamov verandah which i.s shared by four families in 
common. The member of the Co-operative Kactory who took 
me there has a room MSfeet by (j feet, which is half full of things 
including a chair and a table, and a narrow space S’x 1/ inclosed 
on three sides which is used as kitchim. His old mother and 
eldest child slec'p there, while he, his ivife and twa> (rhildren sleep 
in the room whicli is half-filled with things and what is worse it 
has iio window at all. h\>r this accommodation lie pays a 
monthly rent of Us. 3. You will not be surprised to learn that 
lu^ is absent from work for about ten days in the month on an 
average owing to fever, boils or some other illness. 

All the nine families living in this house are chamars, i.e. of 
the leather worker caste. They have lived for many years in tlie 
neighbourhood and their place of work also is there. About the 
beginning of this year the Government ac(|uired some houses 
occupied by these men for building houses for Sub- Inspectors cl 
l^olice and dishousod twenty-one families. Some, like the 
9 
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member of the (^o- 0 })erativo Factory mentioned above, were the 
owners of the houses in which they lived, while others were 
tenants. Before tliese families were dishonsed, the house now 
occupied by the nine families was fetchin^f a rent of only Ks. 15. 
Seeing his opportunity the landlord put it up at once to Es. 25 
and the former tenants vacated the house. The nine families 
combined and took up the house for the rent demandfed. Jt 
should be remembered that they being members of the depressed 
classes it is not all houses 1 hat are available for occupation b\ 
them and in their social condition they cannot be co-tenants ol 
other castes. It appears that the other dishoused families have 
not yet been aide to iind permanent accommodation. 

A few days ago I made a rough survey of thirty houses in 
Perambore occupied by slioe inakiu s. These and the nine families 
mentioned above hiiv(' always suJ'ticient en»|)lnyni(jnt and their 
wages on an averagt' ar(' lie. 1 a day. Out of these' thirty houses 
fourteen were huts, all hut two of which had only one room, a 
^mall verandah in each case being used as the kitchen. Of the 
other sixteen houses eight had hrick walls and good roofing. The 
remainder had mud walls with low roofs of common tiles. These* 
latter and the huts w’erc 'without any windows in almost all cases. 
The average outer dimension of the tiled housi'.s was 24 feet hy 
16 feet. I could get full information in the case of only fourteen 
houses out of sixteen. These had thirty rooms accommodating 
twenty fjimilies consisting of 104 persons. The density per room 
was thrc;(? and a half persons, the (mtire area, in tiie houses includ- 
ing street verandahs available per h(Mid was aboul 50 square 
feet and (aich family had on an avf?rage one and a half rooms. 
The fourteen huts had fifteen families in sixteen rooms, i.e. only 
one family had two rooms, the*, rest having only om*. Tin* av(*rage 
outer dimension of a hut was 15 feet by 12 b'et, about a third 
or fourth of which was generally the* kitchen-verandah. Tlie 
average density p(ir room was three and three-fourths persons and 
the area available per head including the v(‘ran(lah about 42 
square feet. Kxcept in ona case no rent was paid, the houses 
being occupied mostly by owners and sometimes by their relatives. 
I should say that these thirty houses were not pic.ked ones hut 
were all the liouses on either side of a street, which was neitht'r 
the best nor the worst in the locality, but typical. I may add 
that the locality is peopled entirely by skilled leather workers, 
mostly shoe-i takers, whose economic condition is much better 
than that of the average Madras wage-earner and whose women, 
like those of the middle and upper classes, do no work except 
house-keeping. 
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A .slum-investigating sub-committee appointed by the 
social service bodies of this city have reported on a small 
compact paraclwri, called the Motu ckerl the conditions of 
which may be taken to be more or less typical. Tlieie wore 
twenty-eight liuts on about one-third of an acre including lanes. 
Twenty-five of them were occupied by twenty-six families con- 
sisting of 1‘2() persons. They all had only one room, hut soiuci- 
what less than half of them had a small verandah in addition. 
The aveft'ago area occupied In' each house is 1 12 sq. ft. (or about 
10 feet by 1 1 feet), the average for an individual 2*2 stp ll. 

The English standard for overcrowding is more than two 
persons per room, excluding ilic kitchen, bath-room, etc. The 
housing conditions in England have been improved to such ar: 
extent that only VCi of the population live in one loom dwellings 
and only 6*6 in two rooms dwellings. TJu' em-responding ligures 
for Scotland are very high being 11 1 and ilD o. About one-third 
of the houses in the City of Madras an.‘. valued at an annual 
rental of Ks. 14 and less and exempted Irom municipal taxes. 
Most of them may be taken to be oms-room dwellings. Though 
statistical figures are not available it is matter of common obser- 
vation that Jiiofit of the' tax-paying houses are (jccupied by 
families which gemu’ally do not tab* more than one or two rooms 
in addition to the kitchen. Tha majority of the educated middle 
class, and the entiri* classes of shop-keepers and artisans can 
aiibrd to havi* only that mucJi accommodation. 1 should therefore 
think that about HO oer coni of the po[)ulation of this City live 
in one or two-rooined dwellings and that nearly oO per cent live in 
onci-room dwellings. Applying the. standard of two persons for 
a room only H O ol* the population in England and Wales were 
living in 1001 in a state of overcrowding. The highest percent- 
age of urban overcrowding was that of Condon being Ifi O — 
considerably more than the average but not among the worst. 
We have observed that in the thirty houses of working class 
people mentioned above, the average density per room was not 
less than 3.i persons, and except in the case of three families 
living in small huts every family was living in a state of over- 
crowding. Of the three cases one was a lonely widow and two 
were childless couples. I venture to think that judged by the 
English standard about 75 per cent of the population of this City 
are living in an overcrowded condition. In Austria the urban 
population of which is living in a highly overcrowded condition — 
at least it was so before the War — the minimum accommodation 
prescribed is about lo sq, ft, per head in sleeping rooms. The 
leather-workers already mentioned who arc not the poorest 
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aiuoni^ the woi*king classes, could barely get that minimum area, 
not in the sleeping rooms but in the entire house — kitchen, 

verandah and even walls included. 


With your [)ei*mission I will quote stum? statistics which 
not onlv reveal the state of things in this City but also show 

that it is growing wors<^ year a-ftei year. 

The. death-rate for 

England and Wal(\s in 1018, tJie year befon? 

the War, was 18*7. 

During the tWe years 1018-17 the average death-rate for — 

Madras Presidency was 

23*3 

Tho whole of India 

80*4 

(.itilciitta ••• «• 

26*8 

nombay 

30*8 

Madras 

30-5 

AnalvM'd according lo eomniimiti(‘s we 

lind the following 

average for tlie four years 1014-17 - 


h]ur(jp(^aus 

17*8 

Anglo-Indians 

2(r2 

Indian Christians ... 

810 

All Hindus 

808 

Brahmins 

27':; 

Pariahs 

41V 

Mubiunmadaiis ... 

If, -8 

The av(U*age^ infantile mortality during 1014-17 for this City 
was 290 per 1,000 live births ami In eoinmunities it was among 

.Xnglo-Judiaiis 

1 

Indian (■hrislians 

•JlOO 

All Hindus 


Brahiiiiiis 


i^arialis 

;i0;5-u 

MuliajiJinada-us ... 


l^The rate for J3rahmins and Pariahs is for 1014-1<>, later 


figures not being available?.] 

Again, tlie inoriality fr»)m respiratory liiseases including 
phthisis rose steadily during the? ten y(?ars 1^08-1017 from 8 to S’ l 
per 1,000 inhabitants. Fn IIMH, the year of influenza, it was as 
high as L8 i). I'lie mortality from phthisis in 1011 was *4 but it 
steadily rose to !‘0 in 1017 and ’2*8 in 101.8 which however was 
an ex(u^ptional year owing to influenza. In 1008 the death-rate 
in EnglamI and Wales from this cause was 1*1 being 1*8 among 
males and Oa^-ong females. Britannim, Vo!.27]. 

In 1917 in the worst ward of Madras the rate from phthisis 
among women was 5-0 and among men ;V7 an»l in 1918 in the 
same war I the corresponding figures wore 6-2 and 4'4. In 
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London County in 1908 the death-rate from all foriii}- ()f tuber- 
culosis was 1*8 per LOGO inhabitants. 

Statistics relating to patients treated it.i the Government, 
municipal and aided hospitals throw a lurid light on tlie condi- 
tions of Madras as coiiipai’ed with those of Bom bay and Calcutta. 
During tlie three years 1915-17 the avci*age nuinlnii* of patients 
treated was as follows : — 

Fn-patients Oui-paticnts 
I^ombay ... ... ‘20,000 1,86,000 

Calcutta ... ... 28,000 d, 47,000 

Madras ... ... ‘28,000 d, 49.000 

I have only to r(!(|uest you lo bear in mind that the popula- 
tion of Madras is about half of that of Jlombay or Calcuita. 

I will troiilile. you with only one iii')rese.t of sad statistics, 
tliat r(‘lating to thci prevalence of phthisis and other bu ms of 
tiibercit*. among the out-patients mentioned above. 


Bombav Calcutta .Madras 

IMilUisi" Other inrin> IMithisis Uthfc forms I’lithisis Oihe: fomi 




sr,K iOJLd 

:)71 

241 


101S 

7k; 

7;:^^^ 171 

1880 



*017 

fm 

7-2! 1 .U'j 


ji7i; 


In Bombay 

thiu-e has been a docreasc‘ but in Madras the 

inci'case. 

in two ; 

^'ears is more tlian four-fold 

! 1 

do hope 

some 

one will 

explain 

lluse (rxtraoi'ihnarN hgun's- 

-imd 

explain 

them 


away, il possible. 

A y( 3 }ir spent in the study f)f books and statistics is not 
perhaps so uselnl as an hour of direct observation. I suggest to 
such of you as are interested in this tpiestion a visit to a localitx 
called Cu.n Paraclirnj wliicli is not very far from here. 

The housing of tlu* |)oor in this city as anywhere else 
may be considered in tJiree tiistinct — through necessaiily con- 
nected aspects — quality, (juantity and rent. The (luality is 
exceedingly bad, light and air b(uiig practically shut out from 
the dwellings of the working classes. If the Corporation enforces 
health regulations vigorously, slow and steady improvement is 
bound to take jdace.. Local health vigilance societies also will 
have to comt^ into existemee to keep active both the authorities 
•and dwellers. Quality and overcrowding cannot, however, really 
be improved unless the quantity of housing is greatly increased. 
'Phis is our greatest need and it is in respect of Uiis that tJie 
greatest effort has to be made. Inhere is plenty of ground avail- 
able, if only suitable action is taken by the Government and the 
Corporation. While the i)oor live in crowded patches the sur- 
rounding land is generally enclosed in extensive bungalow 
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compounds many of which arc taken up by Government for its 
offices or officers. The demand for bungalow sites by the well- 
to-do classes has enormously raised ground values. Land and 
materials have become so costly that the poor cjinnot build for 
themseives new houses. Hutting grounds are mostly owned by 
private parties who naturally want to drive out the poor people 
living on them, in order to utilize the sites for more paying 
purposes, such as building bungalows, good houses or business 
premises. The municipal authorities hav(^ widened streets and 
demolished houses without providing accommodation for the 
dishoused families. Meanwhile the Government ac(jnircs the 
cheapest and poorest dwellings for building houses for its servants 
or locating offices or on l>ehalf of Railway suid other CVmipanies. 
It is content with paying a ciM-taiii amount of compensation and 
does not recognize ifcs n\^pousil)ility for housing tlu*. dishoused. 
Dilapidated houses in poor ((iiarters are allovvt'd to lic^ unrepaired 
and unoccupied. All these factors have been steadily making 
worse the housing conditions of the poor. Too much relianci^ is 
placed on the old doctrine of dtmiand and supply. The supply no 
doubt comes but from jin unexpected and undesirable (piarter. It 
comes at the expense of life and healtli. 

Another undesirable result of thi‘ operation of the law of 
demand and supply is the rise, in rents. It is iiiipossibk' for a 
hirge section of the working classes to pay economic rent for 
healthy and suitable (Iwcdlings. This lias been abundantly proved 
wherever improv'd housing f)f the poor has been attempted. We 
cannot rest contc'.nt. with commercial housing. Non-commercial 
housing is an absolute necessity if th(!re should lx* no waste of 
human life on account of defective housing. (Jommercial housing 
invariably leads <o overcrowding so Ijir as the dwellings of the 
poor are concerni*d. In housing, foe<l or anything else it is 
cheapness that matters to them, not (piality. Hem-e when rents 
arei put up, lodgers arc taken and overcrowding is made still 
worse. 

It is now too late to begin preaching alxuit the value of 
human life ;ind tlie duty of pnweriting its waste.*. The budgeted 
expenditure on sanitation alone, for the current year is Rs. lA 
crores for the whole of India and Rs. *24*35 lakhs for this Presi- 
dency which is great (*r than that of any other province. As years 
go on the expenditure on this head can only expand. Once for 
ail the state should recognize its responsibility for the. adequate 
bousing of the poor. The state which in times of famine, is pre- 
pared to spend any amount of money to save even a single, human 
life, ought not to feel any hesitation in accepting this responsi- 
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bilily. EnropoaD countries have set us an enlif/htenod example 
to follow. Even the most individualistic countries now recognize 
the need for state intervention on behalf f)f the poor. England 
has been improving and increasing the dwellings of her working 
classes for nearly three-qiiartcu’s of a ccntiirv by public health, 
housing, town planning and other legislation on the one hand 
and the construction of dwellings by philantlimpic socii^ties, 
municipalities, co-op(u*ative societies and largo emi)loyers on the 
other. The improvement effected has been so gi (!;i.t that on the 
whole the housing conditions in England were hold before tlie 
war to be more satisfactory than anywhere else. But all tiiat 
fades into insignificanc(^ before* the cfdossjil nation li housing 
seht*m(‘ sh(' has undertaken after the war. Half a million houses 
in two years at a cost ol l‘H00 million ! And tr» se»* it through a 
Ministry of b‘eeonstrueiion, with district housing Commissioners 
and the neet'ssary staff, has bei*n (‘i-ganized. ^Du* OciVernnKUit is 
ready with evi'ry kind of assistance — standarilized materijils. plans, 
rules, expert advice and not least of all — inone;. . Every agency 
is to bt* utilized for tIuM'onstruction of houses, the local bodies, 
public utility societic^s, housing trusts and even individuals. In 
respeci. of these oOO.OOO houses the ( bwernmf'nt is prepared to 
lose annually millions. 

A word about tin' Public Ciility Societies. They are 
societies having not less than seven members, n gistered under 
the Industrial and Provident Societies Act (under which co-oper- 
ative societies are registered) tln^ objects of whieli include the 
provision of working class houses. 'Dioy must pj*>hibit by their 
rules th(^ payiiumt of interest or dividend at a laie exceeding 
the statutory limit which hitherto \Yas T) per ceni hut has now 
been raised to i) per cent . They can got financial absistance hotli 
from local bodies and Government. From Govt iiiment they 
can get two kinds of monetary assistance, loans and subsidies. 
Loans are given for a period of fifty years to the extent of three- 
quarters of the iMst of land and buildings. Sul'.sidies will bo 
given in half-yearly instalments equal in amoiinl i«> two-fifths of 
the charges for interest and gradual repayment of principal on 
the maximum amount which the society is entitled to Imrow 
from the state. Whether it borrows the anion nr from the state 
or not and liowever cheaply it may be able to boi row from other 
sources. The subsidies alone will cover one-tliird of tlie ontirt' 
cost of the houses. 

You will be glad to know that we have just started a 
Central Housing Association for this City on the lines of public 
utility societies and that it is fortunate in having at its head 
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th(j Hon’blo Mi*. Jiistico V. Sc^shagiri Aivar. Wp want, oiir 
Government to give us tlu* same kind of generous aBsiBtanc (3 
which the Government is giving in England. 

^Iiich good housing was expected in this country from the 
organization of co-operative building societies. But they have 
generally h^en si failun' bsirring a few excerptions, the most 
notable of which is the Ib^mbay Saraswat Co-operative Housing 
Society under the able guidance of Rao Bahsidur S. Talfnaki. 
Then? are ;i fi?w societies in this Presidency, the best of which, 
however are still I'ontein with lending money for building or 
repairing houses. Ni) wonder that they have not lieen a bott(?r 
success, seeing tliat they iiavt? to borrow money at 7 or per 
cent and can lend to fchtjir members only at about 2 per (rent 
liigher. thili\ss tlur members themselves are able to get money 
at 6 or ()J per cent ihtrse societies canm^i be expectt»d to grow or 
multiply. F^ut at best ihev can help only the middle classes 
and only a small proportion of the working classes. 'I he large 
majority ot fch(?m (?aii never hope to own good sanitary dwellings. 
The State blither directly or indirectly will have to help them in 
the interests of the general community. Public utility societies 
are sufficiently elastic to includi' working classes and otheis. 
Similar societies should Ik* started in hiindnuls and thousands in 
this country and liberal Stat(* aid should be given t(> tliern, either 
in the shape of sulisidies as in J*lngland or a particularly low rate 
of interest, say 3 or ’Mt per cent, though the Government mav 
have to borrow at a higher rate. 'L'o genuine co-operative 
societi(3S also ihe (government should give? long term loans lint 
not at a low(?r rate than that at wJiich it borrows. 

Eniployer.s of labour should bo conifielled to provide suitable* 
dwellings for at least a certain proportion of thi*. actual workim'n 
employed by them, as distinct from the well-paid staff. And for 
that purpose the State should give, long term loans to them on 
the same terms as to co-operative societies. Similarly the State 
and nuinicipal tind local boards should hou.se tlieir i()W(?st paid 
servants. 

Tc 3 sum up, the housing conditions of the poor in this City 
are frightfully bad and are a disgrace to the pcsopic and the 
Gk)vernm(?nt. A large increase in th(* number of dwellings is 
the most urgent need and the Sratii mustscK? that they amir into 
(‘xistence. The most suitjible ag(mci(*s arc associations similar 
to th(? Rnglish public utility soci(3t.ies, co-operative societies and 
employ(?rK of labour, including the. State and the municipality. 
Loans for long tmras of from twenty-five to fifty years should be 
made available for all .Mgeiicies and in addition public utility socie- 



ties should be favoured with* subsidies or a particularly low rate 
of interest. Suitable sites wherever available should be acquired 
and set apart for the housing of the poor, proximity to their place 
of employment being a main consideration. A restriction should 
be placed on extent of bungalow compounds and Government 
bungalows should be the first to come under the housing hammer. 
No ^acquisition of houses should be permitted unless suitable 
arrangements are previously made for the housing of the dis- 
housed*. Above all, it should be recognized by everybody that 
the lives and health of the poor are more important than the 
comforts and luxuries of the rich and more sacred than private 
property rights. 



A Madras Paracheri 

By K. C. Kamakeishnan, m.a. 

The representatives of the several Social Service organizations 
working at Madras met three montlis ago to consider proposals for 
the conducting of an investigation into the conditions of Para^* 
cherics, as it was felt that a detailed knowledge of these localities 
was essential as a preliminary to any attempt at their reforma- 
tion. The members that undertook to investigate were divided 
into several parties of three persons each, to work in different 
localities. An exhaustive Questionnaire had been drawn up 
previously and copies of a tabulated form with columns relating 
to Housing Conditions, Composition and Earnings of Families 
and Family Budgets were printed for the use of investigators. 

The Cheri, which was allotted to my own party* for enquiry, 
is a block of huts situated on the bank of the Cooum and within 
two minutes’ walk from the busiest part of Mount Koad. It con- 
tains twenty-six families of 126 individuals inhabiting twenty-five 
houses, seventy-seven being Christians and forty-nine Hindus. 
The adults are mostly fishmongers, coolies, cartmen and I’icksha - 
wallas. It has a few natural advantages in its situation. It 
faces the river and has no opposite row of houses obstructing 
light and air, as is the case in most other slums in Madras. 
The whole Cheri is on a higher level than the lload and so slopes 
towards the Cooum that this serves as the natural drainage of 
all rainwater. But smaller quantities of water, used for cook- 
ing and washing purposes, cannot find their way to the Cooum 
across the road, and so collect, in the absence of smaller side 
drains, in small stagnant pools in front of houses, or at the main 
entrance to the cheri where much of the washing is done. It 
is not therefore surprising that the cheri is less dirty after rain 
than on other days. Though the cheri, on the whole, gets plentv 
of light and air on account of its facing the broad sheet of wateii 
one is tempted to ask whether the air above the Cooum is not in 

* U vru my good foi-lujic in iii*\c ah cu-invc.'iligatur;; Mr. K. Suryanarayana 
Bao of the Servants of India Society and Mr. U. Ramacbandran, the Convener of 
the Slum Investigation Committee, Madras. The materials were collected hy aH 
of us ; bat 1 am entire • icsponsiMo for the drawing up of this report. 
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some parts of the year, more deleterious than any other air. 
There is also the attendant evil of the people of the cheri using 
the river bank as latrine at nights, as is usual in our villages. 
The common latrine in more than a furlong off and it is not 
coinmon exclusively to this cheri nt 120 persons, but it has to 
serve the whole neighbourhood. Tliis is the case also with the 
sing}e water tap which is ilfty yards off, just at the entrance to 
the road from the tram line. The women complained to us that 
on the Tlipavali night they kept awake for long hours to get a few 
potfuls of water from the. tap beset by crowds. (The majority of 
the inhabitants of the paracluiri an^ Christians — Boman Catholics 
— but they observe the Dipavali festival like Hindus). The Senior 
Assistant Health Oiheer of the Corporation reported in 191() : 
‘There are several slums and Paracheries where one or two 
public taps on the road side serve the whole area ... It would 
bo a wholesome rule to construct if possible a j)ablic bathing 
place at every place wiiere a flushout latrine^ is constructed, 
perhaps at a short distanci; from the latter, the sullage from the 
bathing ghat being used to flush ih('. latrine.* 

For about two months we regularly sold Burma rice at four 
heaped measures per rupe<s and this helped us very effectively to 
got an intimate acquaintance with the people, and to win their 
confidence. 

There are altogiither twenty-eight huts in the whole cheri 
of which one has long been serving as a Roman Catholic: shrine, 
another has been a smithy and all the rest were dwelling places 
until recently, when one of them, on a tenant quitting it, was 
converted into a stable. Twelve of these are tiled houses with 
coarse country tiles, resting on bamboos some of which are in a 
decaying condition. The rest are thatched with coconut leaves, 
some on the toj) alone, some (0) on all sides practically. The 
walls are all of mud, some only 4 feet high (generally in thatched 
houses) while at the utmost they rise to 7^ or 8 ft. at the apex 
and gradually slope down on either side to 4 or 5 ft. No house 
has a window or skylight, though in some houses light and air, 
and with them rain, penetrate through many a rent in the that- 
ched roofs. The residents or owners of houses are not anxious 
to repair such roofs since they are so uncertain! now of their 
tenure in the cheri. Apart from such rents, it is all hideous 
darkness inside the house which in 13 cases is only a single room 
of four walls with just a ‘ slit ’ for an entrance. The average 
doorway is 2 ft. by 3 ft. A few houses are divided into two 
apartments, one a room and the other merely a closed verandah 
yrheve cooking is generally done. Some houses are provided 
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with regulai* wooden doors, while not a few have simply a 
bamboo thatti or screen which shuts up the house when the 
members are out at work. And what is there inside after all to 
tempt the thief? Furniture is out of question, the cooking 
vessels are mostly earthenware, and for many there is no second 
cloth beyond what they are wearing. Almost ail of them 
purchase their necessaries day by day. If there are children, 
they make the street their playground. 

Except the first two houses, no house can boast of a decent 
front. Even in the former case, the open yard exists more as an 
accident, than on purpose, for that too had a house on it which 
was razed to the ground in a dispute. 

There is nothing like method in the arrangement of these 
houses and it is impossible to describe it unless graphically 
represented as a plan. The first two huts and the shrine alone 
face the road ; the others are an-anged in rows, if they may 
be so called, of three or four huts each. Between opposite 
rows of huts are narrow and uneven lanes, some only 5 feet 
wide, others 10 feet wide. The narrower lanes look dirty with 
pools of water, while the comparatively broader ones are rendered 
foul by the drying of fish in a more or less putrid stage. Many 
of the householders being fish mongers they try to utilize for their 
own consumption small quantities of fish which do not fetch a 
good price on two successive days in the market. There are also 
some spaces occupied by dilapidated houses, heaps of rubbish and 
broken bricks, crumbled thatched roofs and the thistle plant. 
On on<' qnart(?r stands an improvised shed for stabling a horse. 
Not only do(Js the ground landlord seem to allow the huts to 
decay and tnm))le down wlien owners of huts are not able to 
reconstruct them, but he lias also compelled some owners to 
remove the superstructures. It is not therefore surprising ihiit 
while we found the actual living accommodation to be very 
meagre, the surveyor found out the area of the whole chcri— 
including the living huts, the dilapidated ones, the lanes, by-lanes 
and open spaces — to be about six grounds, of 2,400 square feet. 

The twenty-five -houses accommodate twenty-six families, 
consisting of 126 persons in all. On an average, therefore, a house 
harbours five persons. 'Phis might seem to connote a compara- 
tively satisfactory state of affairs for superficial readers of the 
Corporation Health Report which assigns an average of more 
than eight persons to a house in this city. But as Dr. Newsholme 
says, the true index of the density of population is the number of 
persons to each occuiiied room. More than half the number of 
bouses in our cheri are one roomed and the rest have only a small 
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verandah in addition. Each hut is, no doubt, occupied by only 
one family generally — there being only two huts which accommo- 
date two families each, while there is a family which occupies 
two houses for itself, But the average area occupied by each 
bouse, ascertained: by individual measurements, is only 113 
square feet. The average for an individual comes to only 
22 square feet. 

Wp come now to the question of overcrowding. It has been 
said by Mr. Arthur Davies* that ‘ there is no definition of over- 
crowding for India. It would be wiong to apply to India the 
standard of overcrowding that is a proper one in America or 
England. There are no buildings of more than one storey in the 
Paracheri, there are no large factories or chemical works belching 
forth smoke and noxious gases. . . . There is the possibility or 
the necessity, rather, for open doors. . . . The sun and rain as 
cleansing agents have an infinitely greater power in India than 
in the temperate zone *. But whatever be the standard of over- 
crowding adopted for India, there need be no hesitation in 
pronouncing our cheri to be abominably overcrowded ; for, who 
would allot merely 23 square feet as living space for a human 


being ? The extent of overcrowding in our cheri can be gouged 


from the following analysis of the composition of I'amilies and 

areas of houses : — 

No. Strength of Houeeholds. Composition of Families. 

Floor area of Houses. 

1 One Pei'BOU Household . . 1 man (widower) 

4 Tu'o Person Households. M. and W. . . 

30 

Sq. i 

112 


M.andW. .. 

80 


M.audW. .. 

6u 


F. and Dr. . . 

60 


3 Three Person Hon scholda. M. W. and Dr. (ch.) 

8S 


F. and 2 Drs. 

50 


F, Dr. and S. in-Law . . 

42 


3 Four Person Households. M. 2 Sis. and S (ch.) 

120 


M. W.and2S. 

88 


M. W. and2Dr.(lch.).. 

120 


3 Five Person Households. M. W. 2 Br. and mother .. 

88 


W. Br. and 2 Dr. (ch.) 

120 


M.W.S. D. and Gr. S.(ch.) 

7 Six Person Households.. M. W. 3 Drs. (2 oh.) and 

Mother>in-Law 

150 


100 


M.W. S. (ch.) and 3 Drs. 
(ch.) 

100 

' , 

M, W. Father.in-Law, 
Sis.-in-Law and 2 Ss. of 
Si8.>in>Law 

120 


M. W. S. (ch.) mother, 
Br. and undo 

200 

II 

F. Dr. 3 gr. S. (oh.) and 

1 gr. Dr. (oh.) 

100 

II 

F. 2 Ss. Dr. iu-Law, Gr. 
S, (ch.) .. 

00 

i> 

M. W. 2 8. (ch.) motlior 
and Br.*B Dr. (ch.) 

90 

♦? 


^ ' I'liree Hundred Anglo-Indian families 
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No. 

Strength of Housoholds. 

Coinpoiitiou of Families. 

Floor area of Houses. 

1 

S$V 0 n Person Households. M. W. 4 Ss. and Dr. 

112 Sq, ft, 



M. W. 3 Drs. (ch.) mother 
and 2 Drs. (oh.) of Sis.- 




in>Law . • . • 

»t 11 

3 

Biaht Person Households. M. W. 4 Drs. (2 oh.) S. 




(oh.) and Or. S. (ch.) . . 

220 . o . 



M. W. 3 Sa. Dr., Dr.Dr.-in* 




Law and 6r. B. (ch.) . . 

112 

1 

^4910 Pei'son Household . . 

. M. W. 4 Sons (2 ch.) and 

t 


3 Drs. (1 ch.) 

21C 


M Man, 

Br. 

■■ Brother. 


W 1 Wife. 

Si«. 

m Sister, 


F cB Female. 

Cr. S. 

Grandson. 


Dr. sa Daughter. 

Gr. Dr. 

SB Grand Daughter. 


S. ss Son. 

M. in-Law 

s l^fothcr-iu-Law. 


Ob. » Child. 

F. in-La\v 

M Father-in-Law. 



Sis. in-Law 

Sister-in-Law, 


According to the standard wliich regards over-crowding as 
beginning when there are more than three persons to a room 
there would be as many as 8 families and 18 persons in this 
paracheri not living under overcrowded conditions. Even then 
86 per cent ot the population are overcrowded. But our rooms 
cannot be regarded as average rooms, and if wo. take into account 
the actual area of the huts and tlie available space for each 
human being to live and grow, there would appear to be scarcely 
one house not overcrowded. There is one liouse inhabited by a 
single person; this has a floor area of only UO sq. ft. There is 
one house of 112 sq. ft. where a couple live. If 40 sq. ft. be 
admitted to be fairly sufficient for a human being, one more houscj 
where also a couple live may be exempted. If 30 sq. ft. should 
also be conceded as the under limit (taking all children under 
15 as half-persons) we have 11 more houses sheltering 35 souls 
which would pass that standard. After all these deductions, we 
have still left 12 out of 25 houses with 87 persons wretchedly 
overcrowded. In these lairs, we find men and women, married 
and unmarried, and children of both sexes herded together like 
a pack of animals. We fail even now to comprehend liow these 
houses, where elbow space cannot be said to be available, provide 
sleeping accommodation for so many souls. 

If every inch of the floor of the houses were to serve for 
sleeping (which is impossible) and if the actual space needed for 
spreading the bed, which is generally a coarse and dirty mat or a 
jute sack of the size ot 6 by 3 ft. be 18 sq. ft., as many as 36 
persons would have not even so much sleeping accommodation. 
We were told that in the hot summer months and on nights 
when there was no cold nor rain, male members might lie on the 
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open spaces, which are neither broad nor even, some might sleep 
in the shrine which at most can accommodate three persons, 
leaving the women and children to sleep indoors. But what are 
they to do in the rainy and wintry nights ? Men and women 
huddle together, just avoid the holes which admit the downpour 
of rain from above, and allow the children to sleep if they can, 
the ipore elderly members keeping awake or sleeping in turns. 

There are not in the vicinity of our cheri any big buildings 
or houses with pials where the overflowing population of the 
slum might find some sleeping space — as seems to be the case 
with the homeless folk in some parts of Georgetown. 

In the immediate neighbourhood of this cheri on the east 
there are three brothels. We daily passed by a dozen prosti- 
tutes, most of them palpably tainted with foul diseases. Two 
or three of these call themselves family women and the rest 
are professional. We know in fact that the two male relatives 
of these * family women, ’ quite accomplished fellows in their 
own way, are now incapacitated by syphilis and thrown out of 
work. 

On the west side of the cheri is the ubiquitous toddyshop. 
Drunkenness and debauchery, on cither side, beset thus the 
outlets, for our poor overcrowded population. The physical 
danger of overcrowding is patent, tlie moral danger of overcrowd- 
ing can be estimated by a consideration of the constitution of the 
population with reference to age, sex and conditions of marriage. 
We have in all fifty-six males and seventy females, the preponder- 
ance of females is in the proportion of 1‘25 to every 100 males. 
Of the seventy females, twenty are below^ the age of fifteen, and 
fifteen are past the age of forty ; so within the limits of fifteen 
and forty we have thirty-five women ; and of these as many as 
fifteen are unmarried. On the other side, of the fifty-six males, 
twenty-eight are between the ages of eighteen and forty-five, and 
of these the unmarried are twelve, while seven are past the 
age of forty-five and twenty-one are below eighteen. Even 
amongst the married folk, two or three couples have had no 
regular marriages performed at all — the women having been 
* kept ' for a long time. These unvarnished figures will tell a 
tale of themselves concerning the moral danger lurking in such 
overcrowded houses. We could however actually detect only a 
few cases of immorality though our suspicions of two or three 
supposed bad characters were confirmed by what the most re- 
spectable of the community had to say of them. 

It can be asserted, as a matter of course, that there is not a* 
single adult male who does not drink — at any rate, occasionally. 



Among the habitual drunkards arc to be found a few women too. 
The worst drink heavily at the expense of bare necessaries — the 
women and children not only going without food on some nights, 
as they complained to us, but often receiving blows and insults 
instead. The worst drunkards are found among liickshawallahs 
and Cartmen. Begular but moderate drinkers are amongst coolies 
and fishmongers, men and women. The occasional drinkers 
are mostly persons wlio draw monthly salaries, who drink away 
part or whole of their extra earnings. As it iS| the expehditnre 
on drink, especially in :thc case of the day labourers, amounts 
often to fifty per cent of their income while it is rarely below thirty 
per cent. This is their own estimate. The tendency on their 
part is in calculating their daily income to deduct the amount 
spent on drink. In their view, toddy is a necessary expense of 
production. In the eyes of the liickshawallah and the Cart- 
man, the Gramani (the toddyshop keeper) lias as much a right to 
exact his toll as the Sowcar. the owner c»r the Rickshaw or the 
Cart, the right to demand his stipulated hire. 

The causes of Drunkenness— ul»i(juity of the toddyshop. 
the monotony and fatigue of hard labour, the lack of a 
steady income, the want of wliolesomo interesls foi* ilioir 
minds and tlie want of nourishing food for their bodies— wo 
do not know, and we have not studied tu what exact extent each 
of these is responsible for this most grievous and universal trait 
of the Paracheries. The few sensible women, who expressed 
their disgust at this sad feature, vei-y [lertinently asked us why 
on the day of the ‘ hartal when all tJie other shops were closed, 
the toddyshop was kept open. Was ihii keeper above control 
by public opinion? Wc could give no reply. This is a very 
large question and unless seriously tackled, we must despair of 
any moral or ecoiioinic betterment of these people. 

‘ All living things tend to adapt themselves to their environ- 
ment.' It is inevitable that such an environment, as sketched 
above, should exert a coarsening influence, especially on the 
children, and thus perpetuate degradation from generation to 
generation. 

The coimteracting influeuce of Church and School is not 
altogether absent, but it is far less than what might be expect®! 
in a Christian community. The Hindu Panchamas have not 
had the remotest chance of being ministered to by anybody, and 
literacy amongst them is very low. Three out of forty-nine are 
literate. The Cmristian males seldom go to the nearest Komaii 
Catholic Charch about half a mile distant. They said the 
women and children used to go or at least tried to go every 
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Sunday. We ourselves noticed only children going. The 
women being asked the reason for their staying away replied 
that with their dirty and insufficient dress, they felt disinclined 
to go. There is also truth in the remark of the candid man who 
said that with their vices they fought shy of the priest. And the 
priest is said to visit the cheri only very occasionally — as in cases 
of serious illness. But in the Church itself, abstinence from 
drink a‘hd debauchery forms the theme*, of the sermons. In our 
opinion, these sermons and the advice of social workers cannot 
be of much avail, unless pressure from Government is brought 
to bear on the immoral traffic carried on by the toddyshop and 
the brothels. And a substratum of education is also essential for 
any work to bear fruit. 

The total number ot literates in the cheri is twenty-four, if 
we include the nine school going children also. While the Hindu 
literates are only tlir(*e out of forty-nine, the C hristian literates 
are twenty-one out of a total of seventy-seven. Of the fifteen 
adult literates, two only are women, and thirteen are men. 

We were much gratified to hear ot the influence of one of 
these women over her husband, who from having been an unruly 
young man has l)et*n slowly converted into the most pious and 
respeetal)le mem])er of the community. He has become a 
natural leader of the cheri, takes keen interest in the small shrine 
erected adjacent to his house, and is most solicitions of the wel- 
fare of the whole population of the cheri. ^yc do not mean to 
exaggerate the influence of education in these lowly walks of 
life, but that in some cases it has morally and in many cases 
materially benefited the people is a fact that cannot be disputed. 
And it is a truism that the elevation of these classes by them- 
selves which alone can be lasting can bo best brought about by 
educating them. We counted as children of School-going age 
all those between the ages of six and twelve. Of the thirteen 
boys and nine girls, only six and three respectively attend the 
day school, which is within two minutes’ walk from the cheri. 
The rest of the children, with the exception of a single bright 
and brisk boy who works in the smithy, are idlding away their 
time. 

What struck us most in this connection was not the sinail-» 
ness of the number of children going to school, but of the small- 
ness of the total number of children themselves surviving in the 
cheri. Either the children l)orn were too few for tlie population 
especially for the number of women in child-bearing age, or the 
children surviving long after birth were rare. We could detect 
not more than a single case of illegitimate birtli. We have our 

U 
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own doubts concevninf^ statemsnts of births and deaths within 
the last five years. But taking theirs as correct, they have had 
within the past five years, twenty-two births and twenty deaths. 
■ The death-rate for children is, as usual in such localities, very 
high. Half the total number of deaths was of children. Ten 
of the children born (i.e., 45 per cent) are dead ; three -children died 
of fever, two of fits, three of small-pox and two of cholera. Of the 
ten ciders, only three died of old age, and one was murdered, and 
one young woman died soon after delivery, the other five, three 
men and two women, all of them earning members, died of fever. 
Wo are struck at the cases of prevcntible diseases ^which took 
hold of so many lives. Our wonder, however, was not that so 
many died, but that, under the circumstances and when influenza 
was raging in the city, more did not die. It indicates perhaps 
that this is not after all the most unhealthy of slums in Madras. 
The 1 rei' air and the natural drainage of tlie cheri might give it 
a partial immunity. 

No wonder then that the people cling to the cheri with a 
tenacity which is most annoying to the landlord. Almost all the 
Christians and some of the Hindus have been living here for 
generations and somi! of the elders among the Christians do not 
rememher when tlnsir ancestors settled down in the cheri, while 
they all remember the occasion in 1904 when this plot was 
purchased Ijy the present Muhammadan landlord. Only one 
house in the cheri is owned by the landlord and another Muham- 
madan tm-ns eight houses. All the other nineteen huts are erected 
and owned by eight members of the cheri, nine of these huts are 
occupii'd by thi-ir own families and the other ten are rented out 
to other fainilicis who pay rents for superstructures alone', the lanil 
rent being paid by the owners of supcrstructiires to the landlord. 
The families living in rented houses or tenements are seventeen. 
House-rent or superstrueture rent varies from 10 .As. to Rs. 1-8 
per mensem. The house owned by the landlonl himself fetches 
Rs. 2-4, and this is the highest rent in the cheri. On an average 
it may be put down as Re. 1 for which we may roughly say that 
a tiled house of th.* area of 80 scj. ft. can l)c had or a thatched 
house of little mon; than 100 sip ft. 'l>h(! land rent or ground 
rent— paid by owni^rs of superstructures, nearly seventy per 
cent of whom are immibers of the cheri— ranges from G As. 
to 10 As. per plot covered by a single house. The average 
may be put dr vn as 8 As. per plot. The lug ground landlord 
gets only about Rs. 1 i per mensem for all the land and the 
house that he owns in tlie cheri which covers an area of live 
grouads, 
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There is little rackrcnting and the tenants admit th£>t they 
would have to pay twice as much rent for the same space 
elsewhere in the city. The chief reason for the low and sta- 
tionary amount of rent is the long tenure of the residents in 
this chcri. The moral obligation that the landlord seems to 
observe of seldom raising rents when a tenant continues to stay 
in the house is indeed praiseworthy. But every one of us is 
aware of the universal practice in Madras for the landlords to 
raise rents on every occasion of a change in tenants, and such a 
change is often brought about by the landlords with that very 
motive. Our landlord is actuated by no such motive in giving 
notice to quit to these poor folk en masse. For, so long as it is a 
Paracheri and the huts remain unimproved, though rents may be 
increased to double the present amount they can by no means 
be made, to come up to tlie Economic rent the landlord might 
expect to get by razing tlie huts to the ground and building in 
their stead stables and garages. He himself gets a round sum 
of Rs. 25 per month as rent for a tiled building adjacent to the 
cheri which has four or live stables and which occupies only 
an area of 1200 sq. ft. 

The tenants themselves arc not a little to blame for this 
move of th(' landlord, 'rhere appear to be considerable arrears 
ill ground rent due to the landlord by owners of houses (who 
ill their turn liave not been duly paid their houbc rents by the 
occupauts ot houses) while the landlord is liable to be called 
upon by the municipality to provide better sanitary arrangements. 
The tenants do not seem sufficiently to realize that besides 
having practically to lose the value of their superstructures (for 
what can the old bamboos, tiles or thatches fetch?), they will 
have to pay much higher rents if they go elsewhere. The twenty- 
live families cannot all together find accommodation in any one 
place unless it be a new Paracheri specially created for them. 
Most of them for the first time would get dispersed in different 
parts. They must get into other overcrowded Paracheries as 
the caste people will not readily admit them amidst themselves. 
They are despised as Pariahs, and dreaded, after the Influenza- 
regime, as insanitary beings. 

From the point of view of the occupations of the people 
this cheri seems to be the most convenient place for them to 
live in. There are a dozen fish mongers (five women) who sell 
fish either at the Moore market or the Chintadripet market. 
There are sixteen persons employed by linns, if we include the 
four Line Coolies of Madras Electric Corporation, who work 
mostly in Mount Boad or Egniore. Of these eight are boys 
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below, eighteen. Besides these there are the daily labourers 
— fourteen coolies, four rickshaw wallahs and four cartmen, who 
could not have chosen a more central place for their work. 

. . . Unless far cheaper and quicker transport facilities are 
provided it is no use asking these people to go and live in 
suburbs far away from the City. 

If the Housing problem is to be solved properly, not only has 
stability of tenure to be ensured to the tenants, but better houses 
should necessarily be provided, though on this point the ignorant 
people are not so insistent. The whole site should be purchased 
and built upon. The surveyor says that land in the vicinity 
fetches Rs. 400 per ground. It would be difficult to get similar 
piece of land adequate for our cheri people elsewhere in Madras 
at this price. This cheri is, moreover, on comparatively elevated 
ground, while generally the open spaces available are iiiai shy 
and low and need considerable raising which is a costly affair in 
Madras. We have also to take into account their great longing 
to stay in this cheri their ancient home. 

We regret we are not still in a position to speak with any 
authority or precision on Earnings and Expenses, Information 
on these heads is ever apt to be, if not purposely misleading, 
meagre and inaccurate. . . We rely, for the present, solely 
on their vague estimates, and our inferences arc purely provisional. 
Still we venture to give them below for what they are worth. 

Of the 126 persons in the cheri the adults who could earn 
if all of them devoted themselves to work arc eigbty-tivc, of 
whom fifty-three (thirty-eight men and fifteen women) are 
actually earning. The adults who do not earn are, with the 
exception of two men, one of whom has been only recently 
thrown out of employment, all women. Many of tJiese are 
housewives, who cannot spare time to attend to other than their 
household duties ; and some are young women between the ages 
of sixteen and twenty-five who are not allowed to go out to work 
by their elders. The reason is obvious, and we have no quarrel 
with any of these dependent adults. But the fact that many 
heads of households have too large a number of dependents to 
support from their sniail earnings arrests our attention. The 
total earnings according Uy their estimate amount to about Rs. 
600 per month, an average of Ks. 22.] pei* family or Ks. 4.} per 
individual. The expenses for their necessaries (in which is in- 
cluded only one conventional necessary, coffee) comes to Rs. 6^ 
per head— according to their standard of living. There are 
thirteen families who get below Rs. 22.J, the average earnings. 
During our rice sale w(i detected twelve families in chronic want. 
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Judging from the earnings and necessary expenses <d{ each 
family, the families that are apparently above want — if we mean 
by this that they earn enough to live up to their standard — are 
twelve in number. There are fourteen families who cannot make 
both ends meet, and of these six are very badly off. Of the 
apparently self-supporting families, we cannot assure with re- 
gard to four of them safe and steady habits of living since they 
contain bad drunkards. In fact, with regard to no family can 
we estimate the waste thus involved. It may be that some take 
away a share even from the alleged petty incomes to indulge in 
what they have come to rcigard as their conventional necessary. 
The terrible consequences of such wasteful expenditure coupled 
with meagre incomes are semi-starvation especially of women 
and children and hopeless indebtedness to the marwari and the 
grocer. The total debts of the cheri — as stated by them — amount 
to nearly Ks. 1,000, borrowed at varying rates of interest — the 
more common being : 1 anna per Kc. per month and 1 anna per 
Varagan or Es. 3^ per month. The rates differ according to the 
solvency of the debtor or the trinkets and brass vessels that he 
pawns. Most of the articles pawned caimot be redeemed, since 
the debts are many months or years old, and interest has been 
accumulating. Our people, however, do not feel particularly 
despondent since they have become inured to such a life ; and 
fatalism is by no means the exclusive possession of the Hindu 
higher castes. It serves even the lowliest of the Hindus, nay 
it even clings to those who liave abjured that religion. 

How, then, ai’e we to rely upon the capacity of our people 
to pay higher rents for remodelled houses, if the housing scheme 
is to be a business proposition and not a philanthropic affair ? 
The most striking feature about the income of these people is 
its absolute uncertainty. There are only three families with 
members receiving fixed monthly salaries. AH the others are 
composed of either fish mongers or casual workers. The effects 
of such occupations, with the most uncertain incomes, on the 
habits of life of the people are best depicted in Booth’s Life and 
Labour in Loudon, with reference to Dock lalx)ur. ‘ Physically, 
they Buffc]’ from the alternation of heavy work for long hours 
and the unfed and uninterested leisure of slack seasons, and the 
time during which they are out of work hangs heavily on their 
hands. A large wage one week and none the next, six months’ 
work and six mouths’ leisure, are not favourable conditions for 
thrift, temperance and good management. Payment by the 
hour, with the uncertainty as to wliether a job will last two or 
twenty>four hours, and the incalculable nature of their daily 
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income ’encourage wasteful habits of expenditure. In their 
forlorn helplessness they make the pawnbroker their banker and 
the publican their friend.’ A far greater work therefore awaits 
us, greater than the Housing of such people, and that is, so to 
systematize and organize casual labour as to make it more steady 
and sober. 

We are not sure if * Co-operation * is really the panacea that 
it is claimed to be, if it is the magic wand that drives a^ay 
intemperance and indebtedness ; but it is most certainly rworth 
a trial ; if it cannot eradicate the evils, it can at least minimise 
them considerably. Some of the people too expressed their 
anxiety to deposit 2 or 4 As. out of their earnings every day if 
there were a Savings Bank. Before a Housing scheme is set on 
foot, we arc of opinion that a Co-operative Bank should be 
opened. But it is urgent, however, in view of the present diffi- 
culties to buy up the land from the ground landlord at once and 
secure to the long standing tenants permanent tenure in the 
cheri. We hope that this will not be beyond tlie means of any 
Social Service Organization or at least of some of them combined. 

I give below the enquiry form used in this investigation. 



HOUSING CONDITIONS. COMPOSITION OP FAMILIES AND EARNINGS. 


87 



» 1 


§ 

i 


iS 

1 

1 

oaioon[ |o 

sooinog Xivipisqng 


■ 

ponjvo 

qnnorav 


E 

1 

3[J0M 
;o aocid 

JO aonvisici 

• 




u) 

c 

g 

rt 

SflOM 

JO ainoH y 
aoTijvdnooo 



o8v 


i 

xag 


aojpnqo 

9uioii-iooi{o§ JO 'ON 



*duiU.IV9 
-uou XiiA\ 


v> 

d 

eo 

*d 

s. 

JO paoH O-J 

(liqBuoi9ii[ag[ 



98 v 




I 


CO 


H 

U 

O 

o 

OQ 

-1 


S 

< 

tt. 




o .S *5 « . g 



& 

I 


Bate Investigator. 



Problems relating to Parairas in th^ 
Tanjore District 

• 

By D. Arulanandam Pillai, b.a., b.Ii., 

Deputy Collector on special duty, Tanjore. 

1. The Paraiyas in the Tanjore District like their brethren 
elsewhere are at the bottom of the social scale. Bather they are 
outside the social system of the Hindus which recognizes only 
four castes. On the recommendation of the Director of Public 
Instruction in 1902 the terms Paraiya, low-caste and out-caste, 
carrying with them as they do a derogatory meaning, were re- 
placed by the term Panchama, i.e. fifth caste. The term Pancha- 
ma is practically used as synonymous with the expression * de- 
pressed classes * and includes Chaccadies, Godaries, Pallas, 
Paraiyas, Totties and Valluvas. The Panchamas in the Tanjore 
District number 507,642 out of a total population of 2,245,029. 
If the Valluvas and Chukkiliars are excluded, the Paraiyas and 
Pallas total 495,866, being more than one-fifth of the population, 
the Paraiya population being 336,208 and Pallas amounting to 
159,658. 

2. That the Panchamas are untouchable is well known; 
but the Panchama pollutes not merely by contact but by his 
neighbourhood and his being within the range of vision. He 
may not enter a Brahmin street and the theoretical distance at 
which he must hold himself from the Brahmin — a theory which 
is happily not so strictly carried into piactice in the Tanjore 
District as on the west coast — is 64 feet. In the case of the other 
castes, Panchamas pollute them by touch or by entering their 
houses. Of course, Panchamas cannot enter temples. The 
village barbers and washermen will not serve Panchamas. They 
have therefore barbers and washermen of their own caste. In 
places where there is no Panchama barber, they shave one 
another. They have no access to public wells, drinking water 
ponds, schools, etc. Theoretically every well, choultry and school 
established out of public funds is open to all classes, including 
Panchamas, but as Government recently admitted in the Legisla- 
tive Council, there is very severe discrimination even in public 
institutions, not excepting the great majority of schools, against 
Panchamas, 
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3. The problem of relieving Panchamas in the Tanjore 
District may be conveniently dealt with under two heads, namely 
the general problem of relieving the Tanjore Panchamas from 
hardships which they have in common with their brethren 
elsewhere, and the special problem of relieving the Tanjore 
District Panchamas. As it is impossible in the course of a short 
paper to deal exhaustively with both these problems, I shall 
content myself with considering only the special problem of 
relieving Panchamas in the Tanjore District. 

4. The most jiressing question of relief for the Panchamas 
in the Tanjore District is the (piestion of providing them with 
manaikats or house-sites of their own. Unlike their brethren in 
the other parts of the Presidency, the Tanjore Panchamas do not 
as a general rule own the sites of their houses and are at any 
moment liable to he tuiJiod out of their dwellings by an offended 
mirasdar. This feeling of helplessness reacts on the Panchania 
and makes him as a rule reckless of the future and only too ready 
to find his one comfort in the toddy shop where he may drown his 
miseries in deep potations. He feels he has nothing to liv(*. for. 
Eviction by the offended mirasdar is not the slow process 
in the course of which the landlord and tenant are pitted 
against each other with varying fortunes in the arena of the 
Uivil Uourt ; for in some cases, the mirasdar takes the law into 
liis own hands by setting fire to the Panchama's hut, covering 
it with prickly-i)ear, or unroofing it, pitching his moveables into 
tlic open air. 

5. Under the pernicious system of swanthai which is 
prevalent throughout Mie district and which the mirasdar is 
anxious to pcrpelual.(\ the Panchama receives from his mirasdar 
(i.o. landlord), an advance, ranging from Ks. 10 to Us. 100 and 
hinds himself to work for him until the advanci? is paid off. The 
advance bears no interest and is seldom expected to he repaid. 
The loan is the bail for perpetual service. The debt continues from 
father to son, and hangs like a mill stone round the neck of the 
Panchama which no effort of his own has hitherto been able to 
shake off. Generations of thraldom have had the effect of extin- 
guishing in him all sense of independence and Jiave left Iiim no 
other resource, to better his condition except emigration from 
the land of his birth. Among the emigrants to the Straits 
Settlements, to Fiji and the West Indies, the Tanjore Pancha- 
mas have been conspicuous in point of number. Thougliin a few 
cases the change may have been from the frying pan to tlie fire, 
still the freedom to emigrate has had in the past a very beneficent 
effect not only in raising wages in the district but also by ensuring 
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better treatment for the Pancliamas as a whole. It is an open 
secret that the Panchamas are anxious tJiat nothing should be 
done to restrict free emigration. Of course the land-owning 
classes are against emigration. Although farm servants and 
field labourers in the Tanjore District, including caste labour- 
ers, form only 17*9 per cent of the total population against 
23*1 per cent in South Arcot and 20 per ccmt in Chingleput, yet 
it is significant that there is far more emigration from 
Tanjore than from any other district. No doubt facilities for 
emigration are greater in Tanjore than in South Arcot ; but the 
root cause of emigration is probably the fact that the general 
economic condition of the Tanjorci Panchama is much worse than 
that of his fellows in South Arcot. In South Arcot the Panchama 
who owns his house-site can easily lH‘come a small land-holder 
and gradually improve his position. This is scarcely possible in 
Tanjore. In South Arcot or (?hingleput, for instance, a thrifty 
Panchama can buy some land close to his habitation and slowly 
emerge from his servile position to that of a petty pattadar. In 
Tanjore the Panchama who does not own a house site has no 
inducement to save and can never hope to become* a pattadar. 
There are, however, cases of Panchamas oven in the Tanjon? 
District who own their house site's and the'ii manage to save tJio 
wherewithal necessary to purchase' some lands. 

T). If, therefore, the T'anjore Ihinchama la])Ourer is not to 
emigrate in future on a scale as large as that liith(*rto permitted, 
special means for his relief must be devised at home. It nmst be 
conceded that unlimited emigration of labourej s is ju-ejudicial to 
the agricultural interests of the district, but if the mirasdars 
really understand their interests in the long run they must 
accept the elementary principle of give and take. Indeed, if 
there is any one who has to be educated in this matter more than 
another, I have not the slight hesitation in saying that it is the 
mirasdar, who must be made to understand that for him the 
elevation of the Panchama is not nu‘rc*.lY a question of pure 
altruism but that his interests dcunand it. Hi: must remember 
that it is after all better to have independent, Jionest, self-relying 
and self-respecting labourers wlio have a stake in the parachcri 
than the Panchamas who in many respects arc at present little 
better than animals. 

7. Most of the paracheries in tlic district are a disgrace 
to the country a rd it is high time soniotbing is done to better the 
housing conditions. The anxiety of the Panchamas and other 
labourers, even at^the risk of offending their mirasdars, to become 
owners of house sites can be easily gauged by the fact that in spite 
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of the condition of scarcity prevailing last year more than 2,500 
men from 140 villages m the delta taluks have deposited with me 
during the last twelve months the enormous sum of Rs. 40,000 
at the rate of Rs. 10, 15 or 20 per head, being one-filth of the 
estimated cost of acquisition of each site with a pledge to pay 
Rs. 2,00,000 in instalments. There has been a steady flow of 
these deposits in spite of the fact that in a few villages where the 
Panchamas have applicjd for house sites, the mirasdars have either 
boycotted the Panchamas by refusing to give them worker begun 
to harass them in all sorts of ways. This attitude on the part of 
mirasdars has no doubt scared away intending applicants in a 
few cases, but on the whole it has had a most beneficent effect on 
the chai'actej* of the Panchamas in their readiness to accept the 
situation. 

8. That the Panchama is discontented with his lot in the 
matter of house sit(*s is no secret. If he- alleges to a casual 
enquirer that he is happy under existing conditions, it is because 
he is afraid of the (‘onsecjuences of offending the mirasdar. The 
mirasdiir fears that if the Panchama becomes the owner of his 
house site he may not work for him. That this fear is groundless 
will be evident from the fact that in the Tanjoro District there are 
hundreds of villagtis wJiere the Panchamas do own their house 
sites, and still work for the mirasdar, and in those villages where 
houses sites have been ac(juired for Panchamas under the scheme 
recently sanctiouiid l)y Government, the relation shi[) between the 
mirasdar and the l^incJiaiiia has not materially changed to the 
detriment of the mirasdars. This statement is true of all the 
thirty villages except, two where house sites have been acquired, 
and of the. 28 villages except three where acquisition proceedings 
are in several stages of progress. Granting that the Panchamas 
in their l)id for freedom havi'. to run the gauntlet of a certain 
amount of resentment on the part of the mirasdar, it is undeniable 
that the moral and the material advantages accruing to them from 
the changed outlook infinitely outweigh the disadvantages. 1 )vink 
has been completely given up in seven villages operated on by the 
special staff ; in some th(^ Panchamas hav(? given up eating can-ion. 
There is no doubt* that the? Panchama who lias heconu' the owner 
of his house site has learned to be self-reliant, self-respectful, neat 
and thrifty. The effect of the ixilicy of the Government in 
respect of acquisition of house sites has not so far been to send 
away the labourers from their villages. If the Panchamas are 
made the owners of their house sites, they will certainly be 
happier and in a more hopeful frame of mind and we may bo 
certain they will produce more wealth for the country. I may 
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say in one word, the mirasdar’s fears arc rather exaggerated. 
Enough has been said on the problem of manaikats. 

9. Next to the problem of manaikats or house sites is the 
problem of approach roads to paracheries and pallacheries which 
are almost invariably in the midst of wet fields. The only way to 
and out of these cherics is by means of the small ridges scarcely 
two feet wide between the \vet fields. The absence of Voads 
connecting paraclieries with public thoroughfares and the entire 
dependence of the Panchamas on the good will of the mirasdar 
even for the use of this customary field path are weapons which 
an unscrupulous mirasdar is not slow to wield. 

10. But there are many other hardships which the 
Tanjorc Panchama shares in common with his brethren else- 
where. Even if the Panchama is made the owner of liis house- 
site and roads arc constructed to afford the Panchama both living 
and dead an exit from the paracheries and pallacheries, this will 
scarcely elevate thi.- class unless it is educated and some system 
is dovisad for the sanitary improvement of the surroundings of 
paracheries and pallacheries . In most cases these cherics are 
very damp and their level requires to be raised. Unless this is 
attended to promptly the agricultural labour of the district is 
bound to suffer. What with the drainage caused by emigration 
and what with the periodical toll levied by epidemics, the agri- 
cultural labour of the district which is not over phmtiful at the 
present moiucut will bcccjiiie daily thinner and thinner and the 
best interests of the district will suffer if the mirasdars do not 
rise to the occasion. (3ntor more fully into the fi'elings of the 
Panchamas and other labourers and do (»v(.n*ything in their power 
to raise their status. Quite recently, there has been a healthy 
public move in the capital of the Presidency f(u- the uplift of the 
Panchamas and a number of public spirited men liave in the face 
of difficulties begun to work in earnest to procure the amelioration 
of these classes. My hope is that this movement will shortly 
filter down to the Tanjore District. 

11. A good deal can be done by pojmlarizing co-operative 
ideals among Panchamas not only to procure them cheap credit 
but to help them in procuring the necessaries of life which in 
their case were procurable only at war prices long before the 
war was in sight and which now that the dire effects of the war 
weigh heavily on all people threaten to make life impossible for 
the Panchama it present. They are cheated not only over the 
quality and quantity of their purchases in buying the necessaries 
of life but also over their sales of agricultural produce. If by 
means of co-operation the Panchamas can be rescued from the 
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clutches of the potty bazaar man, the * Gombeen ’ man of the 
Indian village, and if we can arrange to bulk the surplus produce 
of the Panchainas and sell it wholesale to respectable merchants, 
a very large profit can be ensured for the’Panchamas. No good 
will result if this profit is to go to the toddy shop ; methods will 
have to be devised to make this saving a real asset by introducing 
home-safes and other co-operative saving appliances and the 
Pancljamas must be trained in principles of thrift and economy. 
As observed by the Registrar of Co-operative Societies Mr. Hem- 
ingway ‘ men of this class if given a chance and properly looked 
after will make excellent co-operators.’ * While Government 
may ’ as remarked by His Excellency Lord Willingdon quite 
recently in a memorable speech, ‘ do their best by legislation, by 
grant in aid and by encouraging the co-operative spirit to improve 
the present condition of our workers, we can do really little unless 
we can create and stimulate an active public o|)inion on this 
subject, a readiness on tlie part of all communities to lielf) to 
solve the problem.' The task is tremendous but I for one do not 
despair. 

12. Experiments have actually been luadij in a few villages 
in the directions just indicated, llouseliold stuff is purchased in 
bulk, according to (‘stimates furnislied by the Panchamas 
themselves, and the result of selling thi'. articles so purchased to 
the members of Co-operative Societi(3s at co-operative prices is a 
saving of 30 per cent. Iloiuesafes of the homtdiest description, in 
fact made of clay, have been distributed among members of Co- 
operative Societies and the savings are periodically taken in 
deposit to the ertuiit of the members in accordance witli well- 
known co-operative methods. Cornbins of country make have 
been provided for Panchama villages where the paddy to be sold 
by producers is collected and the stock will be disposed of to 
respectable merchants instead of being bartered in small driblets 
which afford the buyer a ivady means of swindling the Panchama. 
The time at tlie disposal of the* special staff in the Tanjorc 
District which I liave the pleasure of supervising has not permitted 
of any serious attempt being nlade to impart even a rudimentary 
literary education to the Panchamas; but these and kindred 
measures of reformation arc no doubt in the womb of, let us 
hope, a not very distant future. 



The Influence of the war on, and Present 
Economic Conditions of some of the 
Sourashtra Community, Madura, 
South India 

13y Aluejm James Saundeiis, m.a., p.r.econ.s., 
AmEIUCAN CoiiLKGh:, MaDUEA 

The present study is a section of a larger work on an Econo- 
mic Survey of the interesting Soiiraslitra Community of Madura, 
which the writer has made, and deals with war influences and 
present economic conditions. 

In normal times the dyeing and weaving industries of the 
Sourashtras have just been able to mak(^ a bare living, but when 
famine has come or any groat national crisis, the Sourashtras of 
Madura have always had an anxious time of distress and actual 
want. 

When the Community was overtaken by the groat famine 
in 1876-77, its resources were crippled to such an extent that its 
trade was considerably alfocted, and its people suffered want. 
But the paternal Government gave it looms, and took other steps 
to see that it was not wholly impoverished. 

The Sourashtra Community in Madura had another trying 
time in 1898, when it was forced to Jiiake applicaticui for Govern- 
ment relief. At that time out of about 15,000 persons who wore 
engaged in weaving or dyenng half of tht3iii were suffering from 
want and loss of their usual eiiiployjuemt. In thdr memorandum 
to Government they state that the distrejss under which they 
suffer has been caused by : 

(a) the existence of famine in the norther/i districts, i.c. 
Ganjam, Vizagapatam, Godavari, Kistna, Cuddapah, and Bellary, 
and the fall in the export of cloths from Madura in conseepumce. 

(b) the substitution of machine-made cloths in lieu of those 
locally made, 

(c) the fall in the prices of yarns. 

(d) the substitution of aniline-dye-powders for the more 
durable dyes locally manufactured, and the elaborate method of 
country dyeing. 
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Take the export trade of Madura Weavers about that time. 
Venkatachalapathi exported Madura cloths to Guntur as 


follows : — 


Bs. 

1896 

export reached 

44,384 

1897 

n 

15,699 

•1898 

a famine year 

nothing. 

Bsimaiah 

Bagavathor exported 

Madura made clothe to 

Itangoon as follows : — 




Bs. 

1896 

exports reached 

22,987 

1897 

tt 

17,544 

1898 

jf 

12,838 

Similarly, 

the exports of the 

Somalinga family fell 


from : — 

Its. 32,309 in 1890, to 
„ 24,224 „ 1897, „ 

„ 1,958 „ 1898 

Take the details of wages in 1898 in Madura as the result of 
famine conditions in the North : 

1. Process of oiling-nii.xing witJi oomari ashes previous to 
dyeing 

Wages for such work 2 to 21 As. per day in 1898. Five 
years previous, the wages were 4 As. 

2. Dyeing: — 

Wages in J89S were 4 As. Five years pi’evious Umy were 
0 or 7 As. 

Weaving superior counts ; — 

Wages in 1898 were 5 As. Five years before they were 
10 As. 

4. Ordinary weaving 

1898 wages were 3 to 4 As. b^ive years before 8 As. 

5. Process of Sungudi done by w’oinen : — 

1898 wages were 1 Anna or 9 pies, five years before 2 or 3 
As. were paid. 

Ijli’om the above, it will be seen that famine wages are only 
half of what people get in normal times. On account of these 
things, together with the lack of technical training and the lack 
of adaptations to modern improvements, weaving and dyeing 
have lately become unprofitable trades and in consequence many 
members of the community have given up their hereditary 
occupation. 

The last and hardest shock which came to these people was 
in 1914 when suddenly and almost without warning the whole 
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world was thrown into confusion by the beginning of the Great 
War. The Sourashtras, having become accustomed to German 
synthetic dyes, and having lost the art of manufacturing their 
own dyes, with the prohilrition of foreign enemy imports found 
themselves absolutely without dyes. Tlie price of the small 
quantity of dyes which happened to be in stock jumped 
immediately from Rs. 60 to Es. GOO and inore. Even that 
supply soon became exhausted and the dyeing factories wore 
closed, the dyeing yards were vacated, the people had to do 
cooly work for a bare living, and to this day we do not know how 
the people managed to exist. For the duration of the war, 
the dyeing and weaving trade in Madura was j)ractically 
killed! 

In 1918, the Indian Government was able to secure small 
quantities of dyes from the British Dyes Company and thesi> 
pittances were sold out to honafide Madura dyers in seven 
pounds parcels under the direction of the Collector and the Dye 
Expert. 15 veil as late as June, 1919, things wore not much 
better and a meeting of the dyers of Madura was called to 
consider and decide on a larger and more impartial distribution 
of alizarine dyes to the dyers. The dyers complained that only 
a few, not more than four or five, had lieen given tickets for 56 
lbs. of dye stuff, another four or five had been given tickets for 
28 lbs., but the generality had only 7 lbs. and 14 lbs. a month. 
The people were very disappointiid at being given so small a 
supply, and said tlicy cannot earn a living wage with this 
quantity.* Most of them have a stock of mordanted piece; 
goods and by the time that they get enough dyes to dye. they 
feared the mordanted good.s will waste away, if they do not 
actually catch fire. 

But more dyes are being obtained, and it is a pleasant sight 
to see the dyeing houses being re-opened, the yards Ixnng filled 
with, drying yarn, and the returning activity of an industry 
which has been for many years aclos(;d business. Mr. Tulsiraiu 
in June, 1919, went to England among other things to see if ho 
could obtain a much larger grant of dyes for Madura. The 
Madura dyers need 300 tons of alizarine every month, and 
Mr. Tulsiram promised to try and secure that amount from the 
Board of Trade. 

The period for reconstruction will undoubtedly bring with it 
many problems and difficulties, but if the Sourashtras of Madura 
will realize that we have entered into a new world after the war 
and will determine to train themselves for their industry and 
adjust themselves to the new conditions in this new ago then I 



fitmly believe that there is a future for the hand weaving industry 
in the city of Madura for many years to come. 

Mr. (now Sir Alfred Chatterton) amply bears out this con- 
clusion. Hesays^ : 

The Revival of Native industries 

« 

* In the meantime the evils arising from the lack of suitable 
employment must be checked, and a system of industrial develop- 
ment devised to deal with the existing state of things. Enter- 
prise on a grand scale can be left to grow in the manner it has 
done during the last half century and at present need not concern 
us. Our attention should be concentrated on the decaying 
indigenous industries; hand-weaving, working in metals, tanning 
and leather manufactures and all the petty industries whic.h supply 
the simple needs of the people. Labour must be trained to woi-k 
more efficiently, there must bo less of brute force and more of 
skill, the primitive tools of the artisan must be superseded by 
better implements ; sub-division of labour must be introduced and 
from the crude simplicity of each family as a unit of productive 
effort strong combinations must be evolved either by co-operative 
working, or by the conceiitratiou of manufacture in small factories. 
That this can be done there is not tiic least reason for doubt.* 

The Indian Industrial Commission's Keport likewise comes 
to the same conclusion. It says+ : 

* There is no likelihood of cottage industries becoming 
extinct ; but improvement in the condition of the workers is not 
probable, unless better tools and plant are employed and an 
intelligent sub-division of industrial processes introduced. There 
is a tendency, which will probably be accentuated, to organize 
small factories, and this should be encouraged.* 

In order to arrive at more or less accurate information of 
the present economic condition of the Sourashtra communityi 1 
prepared a questionaire on the subject. This questionaire was 
submitted to Mr. L. K. Tulsiram, one of the leaders of the 
Sourashtra community in Madura, and he very kindly gave his 
sanction to its being carried out. He also promised to help me 
in tlie economic siiivey, and his Head Clerk has actually helped 
in the gathering of the iiiforinalion re(|uirc(l. Then the Chair- 
Uian of the Municipality, Mr. Y. Srinivasachariar, was asked 
for permission to be allowed to undertake an economic survey of 


* ‘ Industrial liivolution hi India,* by Aifrcd Chatterton, ^ladrasy, J012, page 15. 
{ Indian Industrial Conimission Iteport, 1916-18, page 196. 
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some Sourashtrca families in the First Ward of the city. Pei?-- 
mission was readily given, and the work was begun. 

The questions were grouped around the following subjects 
about which information was especially desired : education, wages, 
prices now and before the war, the influence of the war, family 
budgets, and needs in order to improve economic conditions. 

The average number in the family is five (5). Many families 
have no children in school, a few families had only one qhild at 
school. The reason is the parents have no great appreciation of 
education, and the work of the children is required to swell the 
family income. I^o you favour technical training ? A few said — 
No. Some did not know what technical training meant. The 
majority however said — Yes. One man said — ‘ Yes, 1 want to 
educate my sons on that basis to a great extent.' What is your 
occupation the large majority said— Dyeing, Weaving. Women 
tie knots in clotli for dyeing purposes. Several said tlieir occu- 
pation was ‘ dyeing ’, and from their economic condition one could 
easily conclude that might be true. 

Have you changcid your occupation, and why did you 
change? The. purpose of these questions was In find out if any 
had been forc(?(l out of tlieir hereditary work on account of eco- 
nomic conditions. It was found that a numben* hud changed, but 
very few to any work which is considered beneath their dignity, 
though they could make far more money at it. Many would 
sooner eke out a miserable existence than make a change. One 
man said however — * Yes, from weaving to dyeing. Bticausii in 
weaving I will have to work from morning to late in the evening 
and the wages I get from such work can scarcely maintain the 
livelihood of my family. I cannot save anything and if any 
sudden expenditure comes I will Iiavt^ to borrow money from 
others at liigh interest and mortgage my house'.* Another man 
said : ‘ Yes, from weaving to selling rice, liringals, oil, salt, and 
other household requirements. I found out that 1 could save 
nothing by weaving, so 1 opened a small shop to sell flundrj 
articles. But later, seeing that this business is somewhat trouble 
some and I will have to sit in the shop from morriing six o’clock 
to ten or eleven in the night, 1 again undertook weaving business 
which recpiires l(\ss time, fjom 8 a.m, to 5 or fi p.m.’ 

Some are doing cooly work, and during the war many were 
forced to do cooly work or starve. 

The wages of weavers of courso vary according to the speed 
of the weavers and the quality of work turned out. Some make 
Us. 16 per month, othej s lis. 18 ; at turban cloth weaving, which 
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requires two men, each earns Rs. 22 or 28 ;per month. Dyers 
make not less than Rs: 20 per month. 

Present daily wages ' Before the war 

A. r. 

Cooly man ... 8 to 12 as. 0 0 

CooJy woman ... 4 to 5 as. 2 0 

Cooly child ... 2 to 3 as. 19 

Yarn is procured from Madura dealers. A common practice 
is for a • merchant to advance the yarn and n ceivo the finished 
cloth, for which he pays the weaver a regular ratti for i:loths fur- 
nished. As one man .says : ' From the merchant under whom 

I am only a weaver.’ There is a great and needy field hero for 
co-operative effort. Dyes are obtained from Madras or Madura 
dealers, except during the war when the scant supplies were 
under Government control and distribution, (jcrman dyes are 
generally regarded as I)eltcr tlian Englisl), l)ccause I lie supplies 
were regular and chc'ap before the war. One answer was ‘ be- 
cause in the German days the chemicals added are better and it 
is fast and more shiny.’ 

The price paid for yarn to-day is — Madura Mill yarn No. 20 
Rs. 13, (ly(^d yam.s lis. 19. ]>efore the war the price was Rs. 4. 
The pi ico of dyes to-day is : one rupee nine pies per lb., or lls. 475 
per cask : before the war the price paid was six annas per lb., 
or Us. 120 per cask. 

The very important question — w'ould a large weaving 
factory establish in Madura hurt your Imsiness ? brought out the 
general answer ‘ undoubte dly it would and one man said, ‘ we 
would not be able to do any other work.’ 

There is a Madura Sourashtra Co-operative Sticiely, but it is 
spending its energy mostly in conneidion with the proliloui of 
dyes supply. Tln^ protection and organization of the weavers is 
urgently needed, or they will not bo able to compete with the 
factory. What do you wish in order to improve your cottage 
industry ? Some of the answers reveal the fact that some people 
at least realize what their business needs in these new days of 
reorganization and competition. We need technical training; 
higher wages ; assured sn|)plies of thread, silver and gold thread 
and dyes. The war affected their business by withholding the 
supply of dyes, by tlie very high cost of production, and by the 
failure of the export trade. There were very few clear ideas as 
to the future prospects of their business. One man was anxious 
‘ to save something and tluis to open a small weaving factory 
of my own. ’ 

Rice to-day is down or has been to 1 J measures the rupee ; 
before the war it was selling at alxuit six measures for one rupee, 
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Ton years ago the price was twelve measures tlie rupee. Kero- 
sene oil second quality has risen from Ks. ‘2-8-0 to J-O-O per tin ; 
and best qualitity from Rs. 3-3-0 to Rs. 6 per tin. 

Family budgets of course differ with each family, and I 
shall report here only one or two typical budgets : 


A 

R%. 

Monthly income of the head of the family 

... 7r, 

Contributed bv other members of the family 

... ' 10 

Total 

... 85 

Monthly expenditure : 

liS. 

For rent of lioiist* 

... 12 

Kor clothing 

... 8 

For food 

. . . 45 

l?*or other expenses 

... 4 

Total 

... 80 

Difference 

... ](i 

This family saves on the avei'agc Rs. 10 per mensem. They 
use their savings for marriages, or to spend otherwise whenever 

occasion arises. 


B 

RS. A. 

Monthly income from all sources 

Monthly expenditure : 

7 0 

For rent of house 

1 0 

For clothing 

0 s 

For food 

5 0 

I'otal 

0 8 

l^ifference 

... 0 8 

This As. 8 is put as a ‘ Chit * to a merchant. 

This is a [wor 


widow woman, whose husband died some years back, and she 
has no children. Hej- future is pathetic. She says : ‘ I have to 
adopt some one just to help me by his earnings and support me 
when I grow old.* 

C ‘ ns. 

Monthly income of the head of the family . . 40 

Contributed by other members of the family ... 5 




Total 


45 
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Monthly expenditure ; 

BS. 

For rent of house 

... 6 

For clothing 

... 2 

For food ... 

... 24 

For other expenses 

... 4 

Total ... 35 

• 

Difference ... 10 


This man says : ‘ Gan save with the greatest difficultyBs. 10. 
r give it to some relative or rich man just to clear off my debts.’ 

Of course there are many wealthy ]nen, large employers of 
labour, among the Soiirashtias of Madura ; but from the above 
budgets, which are typical, we must conclude that the great 
majority of their community are living a hand to mouth existence, 
[t simply means that economic conditions must be improved. 

To the last question, these are some of the answers given. 
What is }'our greatest need in order to improve 3 ’our economic 
condition? ‘Education on technical lines is needed, and also 
capital to improve the weaving industry.’ ‘ Education is needed. 
Want of union and capital retard much ot our progress.* * No 
Bufl&cient capital, which is the primary deft^et, and I cannot 
work longer being physically weak.* 

Prom the foregoing evidence it seems to me that the three 
greatest needs of the community to bring about economic 
improvement are : 

More general education for the children ; technical training 
and modern methods in the conduct of tlic dyeing and weaving 
industries ; and the practice of co-operation fur the purposes of 
credit, and buying and selling. 



DISCUSSION 


The Effect of Rise of Prices on 
Rural Prosperity 

Mr. K. Bhattacharya said that in .P>engal there was a fa^ 
greater rise of prices in the commodities the ryot bought than in 
those he sold, and hence any supposed ‘ war time prosperity * 
was fictitious. 

Mr. T. K. Doratswami Atyar asked how it was that 
according to Dr. Harold Mann's figures the necessary expendi- 
ture per family in the insolvent class was greater than in the 
solvent class. 

Db. Harold Mann replied that tlie reason was that the 
number of members of the insolvent families was greater. In 
fact one of the chief conditions determining whether a family 
was prosperous or the reverse was the number in family. In the 
Deccan villages, generally, the more nuiiieroiis the family, the 
more it was impoverished. 

Dr. Gilber'I’ Slater said that it apj;eaivd to him that 
Dr. Mann 8 figures led to a different conclusion from that which 
he had drawn. It' he himself had to dispense witli a motor car, 
which was necessary according to a certain standard of comfort, 
according to Dr. Mann’s method of calculation, his deficit might 
be Bs. 100 per month at one time, and Its. 200 at another time 
when the cost of keeping a car was doubled. But really it was 
the use of a car all the time. If you go without things all the 
time, the price of them does not matter to y«)n. Similarly with 
regard to the Deccan villagers who had to go short of some of 
the things necessary to live up to Dr. Mann’s standard. If while 
prices rose 50 per cent their deficit in rupees increased 25 per 
cent only, this meant that they could now buy about half the 
things they had previously been obliged to go without. 

Dr. Harold Mann replied that this was so, and that the 
correction was valid in so far as villagers met the calculated 
deficit by going without. But if they met it by borrowing they 
incurred a greater debt, and their economic condition deteriorated 
even jn the cases referred to, 



HOUES OF LABOUR 

Several speakers challenged Mr. Burnett Hurst’s view that 
the hours of labour in factories should only gradually be reduced 
from twelve to ten per day, and advocated either an immediate 
reduction to that extent, or a reduction to nine or eight hours. 

Dr. Gilbert said that there was a world-movement 

for the reduction of hours to eight per day in Europe and America 
in which Asia was asked to join, and he believed the chief obstacle 
to India’s coming into line was the fear of unfair Japanese com- 
petition. In such a case Jis this he thought free-trade principles 
should not be pushed too far, and if after India reduced hours 
together with the rest of the civilized world, Japanese manufac- 
turers endeavoured to use excessive hours of labour as a means 
of under selling their Indian rivals, India should impose suffi- 
ciently heavy duties on raw cotton and other raw materials 
exported to Japan, and on iinpoi ted Japanese manufactures. 

THE LIVING WAGE 

Thk Bisuoi* OF Madkas drew attention to an important 
point raised in Mrs. Whiteheads paper with regard to the rate 
of wages. He quoted the figures given by her for feeding a 
family of five i)cople. father, mother and three children, according 
to the standard laid down for prisoners in jails. It appeared, 
he said, that the food of a family of five j)eople according 
to that standard would cost about Es. 20 a month in South 
India. In addition to this, clothes, liouse runt, dhoby, barber 
and other miuor expenses come to at least Ks. 5 per men- 
sem, so that, as Mj‘s. AVliitelicad showed, a mini mum wage 
tor a family should not be K ss than Es. 25 a month, it is noto- 
rious that both in Governmeut employ and in private employ 
a large numtei- of men are paid considerably less than this, 
and it seemed clear that cither the jail standard of food was 
extravagantly high or the ininiinum rate of wages in Madras 
was unfairly low. lie appealed to the members of the Economic 
Conference to make careful investigations on this point and to 
make their results public. 

Eao Bvuadur K. V. Eangaswami Aiyan(;aii said that the 
Bishop's question could not be answered confidently either by 
economists or doctors. The exact quantity and calorific value 
of the food necessary for an adult in any given conditions was 
still a matter of dispute among spcjcialists, and the older estimates 
had recently been much altered on revision. On what experi- 
ments or observations was the prison scale based ? 

Dk. Harold Mann, replying for Mrs. Whitehead, said that 
the prison scale was based on a scries of experiments extending 



over ten years by Captain McCoy, of the in jails of the 

United Provinces and Bengal, published in the Scientific 
Memoirs of Medical Ofiicers of the Army in India. He obtained 
very clear and definite results, and the present jail diet therefore 
rests on a scientific basis, and may be taken as a pretty safe 
guide in calculating necessary quantities of food. 

HOUSING IN MADBAS 

Mas. WniTAHEAD advocated the taxation of unoccupied 
land within the City of Madras, and drew attention to the very 
large compounds attached to many single houses, with over- 
crowded areas in the immediate neighbourho xl, and advocated 
the taxation of these also. Other speakers supported this 
proposal. 

TANJORE PANCHAMAS AND MJKASDARS 

Mr. G. F. Paddison said that it had be. n suggested that 
question of Mirasdars and Panchainas was a moral question like 
the removal of slavery in. the days of the Aiue ican war. Now, 
he wished it to be looked upon as an economic question not only 
here but also in Tanjore. The mirasi rights in Tanjore were 
still being discussed in law courts and the mirasi riglit as 
claimed was that any man, however high his caste, who had no 
miras, had no right to take any land if the mirasdar wished to 
haVe it. The mirasdar claimed to be the owner of the village 
and if the labourer could not get on with his mirasdar he had no 
other alternative but to leave the village and his home. It was 
contended by some mirasdars that if Panchamas secured house- 
sites, they would go away to a neighbouring village and would 
not work under their masters. It might In* so in certain cases, 
but the fact that they had to pay down money for a term of years 
to live in that house, would attach them to that village. Who 
would want to go live miles when he could get employment at 
his very door? Who would go to Fiji if he could get fair wages 
in his own place ? Tliough the proldem was a difficult one, if 
mirasdars and field labourers worlaul together in future years, 
the smiling fields of Tanjore would cuntiuue to smile. 



Second Dar 

Afternoon Sitting 

The Chair ^as taken by Prof. J. G. Goyajs£» 



PAPERS 


A Plea for the Currencies of the Indian 

States 

By Rao Bahadttk Sardaii M. V. Kibe, m.a. 

Much water has run under the bridges since the rupee stood 
at two shillings last. In the year of grace 1919, the wheel of 
fortune has brought it to that figure or a little more. The causes 
for the fall and rise of the rupee are too well known to need 
narration. 

When the rupee began to depreciate, the first to suffer was 
the Government of India, and the people also suffered. The 
former had to pay more of its revenue towards meeting the 
Home charges and the latter had to export more goods for less 
money, and the foreign manufactures, which had become a 
necessity, became dearer. So all interests combined in clamour- 
ing for the arrest of the depreciation of the rupee. 

The present year, has perhaps witnessed the culmination of 
the appreciation of the rupee. There is now only a section of 
the community which wishes for an easier rate of exchange, but, 
owing to the advance in industries made by the country, and the 
change in the world position, which makes Indian goods a neces- 
sity to them, the natives of India do not fear the cheapening of 
the foreign goods or the bt^coming dearer of the Indian exports. 
The Government of India naturally stands to benefit. 

There is, therefore, a general cry to stabilize the rupee, 
irrespective of the rate of exchange. One of the suggestions 
made to achieve this end is to the effect that British currency 
notes should be made legal tender in India. The idea which 
perhaps lies at the root of it is that if thei'c were one cur- 
rency in all the countries of the world the exchange trouble 
would disappear. The only obstacle in the way is a political 
one. In the meanwhile there is the question whether the unifi- 
cation of the currency in almost all the States of India has 
tended to the benefit of the country. 

In India tL j right of coinage, although a monopoly of the 
State, was sometimes farmed out to individuals for a considera- 
tion. Thus not only currencies were prevalent according to the 
political divisions of the country, but there were licensed private 



minis as well. Over the latter no check seems to have heen 
exercised. 

With the establishment of the British Indian Mints, private 
mints, even in Native States, seem to have disappeared. Only 
the Governments of these States continued or even established 
their own coinage. Its exchange value depended upon its 
intrinsic value. It did not circulate as curnmcy beyond the 
borders of the State, but it circulated and was stored as silver or 
gold, as the case might be. Some currencies had a reputation. 

Many of the GOO and odd States liad thus their own coinage. 
Out of these now only thirteen have their own mints, others 
have either amalgamated with the British Indian currency or 
have closed theirs. The last straw which broke the back of the 
currencies of the Indian States was the last fall of the rupee, 
which caused the greatest upheaval in external no less than in 
internal exchange. 

As far back as the last half of the last century, the Govern- 
ment of India passed an act permitting the Indian States to 
amalgamate their coinage with theirs. The concession was that 
on one side there was to be the effigy of Her late Majesty 
the Queen-Empress and on the other the name of the State. 
The currency of the State was taken over at par. Only a few 
States took advantage of this offer and the act became a dead 
letter. 

The Governments of Indian States were frightened when 
their currencies naturally fell as compared with the British 
Indian currency. Its result naturally was that in dealings out- 
side the States more local currency had to be paid. The class 
whicli was most affected by this state of things was the most 
articulate class and it carried the day. The easiest solution was 
to abolish the debased currency and it was followed at the 
sacrifice of the political rights of the States. 

Apart from them, however, the economic advantages of the 
separate currency were overlooked. Some attempt could have 
been made to maintain it. It would have been possible to adopt 
the device which the British Indian Government did, viz. making 
the rupee a token coin, without adopting a gold exchange 
standard, as the States had no direct dealings with countries 
having a gold coinage. But the Indian Government adopted 
this measure after most of the States had abolished their 
coinage. 

The existence of separate currencies had at least three 
economic advantages. In the first place it prevented the aug- 
mentation of the British Indian currency. It is now a well- 



established doctrine that inflation of the currency raiees prices. 
The existence of different currencies in the country acted as a 
check on it. 

In the second place a currency of its own enables a State to 
regulate its economic life. In States which still maintain their 
currency it has been possible by stopping the export of food 
grains and other necessaries produced within it to diminish the 
effect of the high prices prevailing elsewhere. It is obvious that 
in order to achieve a perfect success in this matter, a State must 
be either self-contained or primitive, yet in any State a currency 
of its own must offer facilities in this respect. 

Lastly, the existence of different currencies maintained a 
business in the country of the nature of that which is conducted 
by the exchange banks. A roaring trade was carried on by 
Shroffs or indigenous bankers. In the already few openings for 
trade in India, a gap has been caused by tbe abolition of the 
currencies of the Indian States. 



Our Currency Problems 

w 

By F. Madon 

I. In a paper read before this conference in its first session 
in Calcutta at the end of 1917, I had tried to expound our 
Currency Problems as they then existed, and the remedies 
that to me appeared the most suitable. 

II. Two yeai’s have since passed by, and our situation 
instead of having been improved, has becjjne very much worse 
owing to the neglect of our Currency authorities to take what I 
conceive to be the right measures at the l ight time. Xot only 
have they failed to take tJie right measures at the right time, but 
they have even contributed to make the situation what it is by 
their own action. The one principle that ought, I think, to have 
guided them in all their measures was to see how they could do 
wiihoitt more silver. Instead of this, all they tried to do was to 
acquire as much silver as they could from anywhere, and at 
almost any price, so much so that they have exhausted the only 
important reserves of silver the world had — I mean the silver 
Dollars in the American Treasury — and have thus finally brought 
us to a pass where this country is absolutely at the mercy of the 
American Silver King, unless we have the courage even now to 
show a bold front, and to stand out of thc'. silver market, and to 
let it be known that we are going to do without more silver un- 
less we can get it on our own terms. The misguided action of 
our Currency Authorities has already helped this Silver Ring 
immensely, as it has led to what is practically the fixing of a 
minimum price for silver for several years to come of $1 per 
oz., because this is the price at which the American Governuient 
is bound under the Pittman Act to buy fresh silver to replace the 
dollars now melted down. This minimum price has greatly 
fortified the position of the Silver Ring, and to that extent made 
it more difificult to get silver back to reasonable levels in the near 
future. 

III. But, bad though the situation now is, so over- 
whelmingly strong is the position of India as a purchaser in the 
silver market, that, if our Currency Authorities resolutely set 
themselves to use the power which this position gives them in the 
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right T^ay, we can still get the situation under control, and 
gradually get back to sound conditions. 

IV. The principle, which I think ought to guide us, is 
still the same, viz. to do toithout wore silver. The remedies also 
are the same as were advocated in my paper on the subject two 
years ago. Only, as the situation has grown worse, the 
application of these remedies has grown much more difB( 5 ult. 
However, if properly applied, even now, there can be no doubt of 
the ultimate success of such measures. These are 

1. A much freer use of the one-rupee note. 

*2. Temporary suspension of the 'cashing of currency 
notes. 

3. Issue of plenty of fractional currency to insure the 
one-rupee note being cashed in such subsidiary 
coinage without discount. 

The second measure advocated above is being cried down in 
many presumably w(dl-informed quarters. It is called Incon- 
vertibility, and we are told all eminent authorities were agreed 
on the extreme undesirability of such a step in any country, as 
it practically meant the financial insolvency of that country. All 
these objections are really based on a superficial knowledge of the 
subject of currency in general and of the Gold Exchange Standard 
in particular. I shall take the subject up again in a later part of 
this paper, and meanwhile will note here two other remedies that 
will go to some I'xteiit to iiieot these misconceived objections, and 
will at the same time help to ameliorate our currency situation. 
These are 

4. Instead of total temporary suspension of the cashing 
of notes, the cashing be continued to a limited 
extent, by making the rupee legal tender only up to 
Hs. lo. (Much of the outcry against suspension of 
cashing — I purposely avoid the woid CJonverti- 
BiLiTY for which the reasons will appear lower 
down — is based on the ignorance and the illiteracy 
of the masses but looking to their average income, 
and their average disbursements, no individual unit 
of thf’. masses here can possibly want to cash more 
than Rs. lo at any one time, and so their require- 
ments would be met by the facility to cash up to 
Rs. lo at a time). 

If even this is not considered advisable, and it is thought 
/necessary to continac the cashing of all notes presented at our 
.Currency oflSces, then we should 
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5. Seduce the proportion of pure siher in the rupee and 
bring the silver contents down sufficiently to prevent 
the temptation to the melting down of the coin. 

This last proposal is also strongly deprecated in quarters 
that should be better informed. It is called ‘ debasing,’ and we 
are told Gresham’s Law would at once operate, etc., which again 
shows a vei y superficial knowledge of currency in general and the 
Grold Exchange Standard in particular. We shall go into this 
point also at greater length later on in this paper. . 

V. Of the five proposals above set forth, the fourth and fifth 
would become unnecessary if the first, second and third were effi- 
ciently put into practice. They are also less scientific than the 
other three pro[)Osals and are merely put forward as a sop to 
prejudice. 

VI. The first proposal, viz. a much freer use of the one- 
rupee note, has fortunately very few opponents now. When this 
note was about to be introduced, we had all sorts of predictions 
of its failure from reputed authoritative quarters, but the- fears 
that the masses would not accept notes in payment, and would 
insist on coins (rupees) have proved to be largely imaginary. We 
have remarkable testimony of the fact from no less an authority 
than the Chairman of th<* Bank of Bombay. At the general 
meeting of shareholders of this Bank, hold on the 7th August, 
1919, the Chairman, referring to notes, said : 

* It was then (i.e. a few years ago) generally supposed 

‘ that the ryot would under no circumstances accept 
‘ payment for his produce in currency notes. The un- 
‘ cxpecced Juts however liappcjied, as we find, in places 
‘ like Berar, where the ryots had never .seen currency 

* notes until last year, that these were taken freely 
‘ after a few months trial. 

* The ryots were very unwilling at first to accept notes, 

‘ and to give them confidence, it was decided to ex- 
‘ change them for rupees from the currency chests at 
‘our branches up to Rs. 100 to each individual ryot, a 
‘process which gave them their first lesson in currency. 

‘ The second was when they discovered they could pay 
‘ their land revenue to Government in currency notes. 

* The result was that the discount on notes, which was 

‘ anything from one to ten percent at the beginning of 

* the cotton season disappeared altogether before the 
‘ season was finished.’ 

The italics are mine. This testimony should be convincing 
enough for the Bombay side. Ijet us see what they have to say 
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on the Calcutta side. In their representation to the Indian 
Currency and Exchange Committee, the Bengal Chamber of 
Commerce say 

‘However reluctantly, the people of India are being 
* gradually educated into the use of Notes as a form of 
‘ currency. 

‘ This is particularly noticeable from the readiness with 
‘ which, in many parts of India, but particularly in 
‘ the big towns, onc-rwpee notes have yassed into 
‘ circulation' 

They say again 

‘ As has been shown above, the use of notes has rapid- 
ly developed in the Jute Districts of Eastern Bengal' 
and they give the following very interesting figures of notes 
and rupees remitted by the Bank of Bengal to the *Tute centres 
of Dacca, Narainguiige and Chandpiir for the busy season August 
to October : 

1913 1918 

total remitted during period (580 lacs (518 lacs 

of which amount in notes was 2 „ 568 ,, 

It will be seen that while in 1913 the percentage of notes 
was negligible, in 1918 it was as much as over ninety per cent. 
The figures are highly instructive. When such wholesale intro- 
duction of the Note Currency is possible in Bengal where it was 
comparatively unknown up to two or three years ago, it is clear 
that the ryots do not object to Note Currency as such, but be- 
cause. they are made to suffer losses whenever they have to change 
a note. There is no further warrant for the hesitation shown by 
,our currency authorities in the pushing of the Note Currency. 
What they should now do is to do their best to make it take the 
premier place in our circulation, and to remove such disabilities 
as now exist in tht* way of its being even more freely welcomed 
by the masses. 

VII. Some of the disabilities complained of refer to the form 
of the note or the texture of the paper used, and we are told the 
matter is having the close attention of the authorities. But the 
principal disability th'.it stands in the way of the small note to-day 
is the discount that has to be paid on changing it. The funda- 
mental fact to be here borne in mind is that it is the wants of 
the ryot that we have to cater to, and that he has, individually, 
very few rupees or one-rupee notes to dispose of at any one time. 
We have to rei.iember that the change the ryot wants is annas 
not rupees and that what is wanted is plenty of fractional cm*- 
rency. Oblivious of this fundamental fact, the currency authori- 
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ties have devoted all their energies night and day to the coining 
of whole rupees, and allowed the subsidiary coinage to be scarce 
so much BO that in some districts postage stamps had to be made 
to serve the purpose of such subsidiary currency. What should be 
done is 

(а) to provide as much of thistfractional currency as possi- 

« ble, and 

(б) to change the one-rupee note into such fractional curren- 

cy free of chai’gc to the extent of two rupees at a time. 

The bulk of tlie disbursements of the ryot are in annafi par- 
ticularly in rural areas. If the ryot can get ])y the above arrange- 
ment full sixteen annas for his one-rupee note, he will be able to 
do his marketing without any loss by discount on the note, and 
his confidence in it will very much increase. The free of charge 
changing facility should not be extended to the metal rupees, but 
confined only to the notes. 

VIII. This issuing of plenty of fractional currency is the third 
of the proposals, put forward at the beginning of this paper. But 
it is a most important adjunct of the second, viz. the suspension of 
the cashing of curr(»ncy iioU^s. In fact, to make such suspension 
work smoothly, [)lenty of fractional currency is absolutely essen- 
tial. The melting of rupees is to-day a very profitable operation, 
and if the issue of rupees is stopped, the cute village bania will 
raise a great hue and cry in the name of the ryot. If, however, 
the ryot finds that he is able to get full sixteen annas for his 
note, the mancjeuvros of the bania will fail. 

IX. I will now come to the charge of iNCONVERTihiLiTY and 
all that it implies that is levelled against the second proposal. 
What is convertibility ? Why is it so much prized ? Convertibi- 
lity is the ability of a country to pay its creditoi s in s[)ecie. It is 
the counter-part in the case of a merchant of his ability to pay his 
creditors in cash. In each case it means tlie solvency of the 
country or the merchant concerned. l"he contrary of this state of 
things — Inconveutiuiljty — is the inability of a country to 
pay its creditors in s[)ecie, and is the counterpart in the case 
of a merchant of his inability to meet his creditors’ claims in 
cash. In each case it means insolvency of the country or the 
merchant concerned. It is on this account that all authorities 
have most severely condemned and rightly condemned Inconver- 
tibility. However, let us take our simile further. The merchant 
would not be solvent if he ollered payment in faked coins. The 
country that offered to pay in tokens would not be considered 
solvent either. The real payment by India that counts in inter* 
national markets is in Gold. 

15 
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X. In ordinary Gold Standard countries Convertibility is 
prized because that is the only way in which to get Gold for 
foreign payments. The currency authority in such countries does 
not concern itself to see where the Gold goes once it has been 
paid across the counter of the currency office. 

XI. In Gold Exchange standard countries, Gold is not 
issued across the counter of the Currency office. The Govern- 
ment undertakes to find the Gold for foreign payments in 
change for an equivalent in token currency presented to it for 
the purpose. 

XII. India has been on the Gold Exchange standard for 
the past twenty years. Ever since we threw up the silver stan- 
dard we have never had true convertibility in this country. Our 
notes have not been convertible into Gold but into tokem. When 
a man presented Rs. 1,500 in currency notes at our currency 
offices, he got 1,500 metal rupees, il. is true, but they were no good 
to him for payment to any of his creditors abroad as the equiva- 
lent of ifilOO as these 1,500 rupees, as bullion, were worth only 
about £60 all over the world. The make his payment good, he 
had to again convert these 1,500 metal rupees — these 1,500 tokens 
for 16d. worth of Gold — into .£100 in Gold. The man-in-the-street 
might be excused for innocently believing that we had full con- 
vertibility here because he could get these foke/is‘ against his cur- 
rency notes, but we should have expected better from leading 
commercial bodies like Chambers of Commerce and Mill-Owners’ 
Associations that have come forward to express an authoritative 
opinion on our currency problems. If our Convertibility is not 
in Gold as it should be but in tokens, then it is a sham, and there 
is no sense in upholding such a sham in the name of sound 
currency, particularly when tha keeping up of such a sham is 
extremely harmful to the interests of this country. 

XIII. The various bodies and individuals that have record- 
ed their protests against the suspension of the cashing facility 
have done it on text-book precedents, but tluy liave either not 
understood, or have overlooked the fact that ever since we threw 
over the silver standard and changed over to gold, our rupee is no 
longer the standard coin but is only a token, and the need of safe- 
guarding convertibility as taught in text books is not meant to 
apply to convertibility into tokens. 

XIV. Many people in India seem to think that our rupee 
cannot be a token because it is unlimited legal tender in this 
country, but being unlimited legal tender does not necessarily 
jnake a coin the standard coin. The fundamental quality of a 
standard coin is that its face-value should correspond to its 
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bullion value. In tokens, the face-value is on the contrary much 
higher than the bullion value. In all the pre-war years since the 
memorable changes of 1894, our rupee has always been worth 
much more than its ballion value, i.e. it has always been a token 
ever since we changed over to Gold. 

XV. In ordinary Gold Standard countries, gold is allowed 
to pSass into internal circulation, and so Gold coins alone (i.e. 
standard coins alone) are unlimited legal tender. On the other 
hand, in Gold Exchange Standard countries, where the very 
object of the system is to save gold from being dissipated in 
internal circulation, there are no gold coins in circulation, and 
therefore necessarily, tokens are unlimited legal tender, but they 
are none the less tokens. 

XVI. It is want of appreciation of the fact that under the 
Gold Exchange System, our rupee, although retaining its old 
name, has fundamentally changed in character, and is now only 
a token, that is responsible for the protests against the suspension 
of cashing of the Notes. If it were but properly grasped that 
under the Gold Exchange System, the rupee is now only a 
currency note printed on silver, the futility of insisting on con- 
vertibility of one kind of note into another kind of note would be 
at once seen and people here would begin to understand that our 
so-called convertibility is a sham, and that in fighting to uphold 
it, we wore fighting, not for the substance, but for the shadow of 
Convertibility. 

XVII. We shall now consider the effects of such a sus- 
pension of the cashing of the note. One of the most important 
will be an immediate rise in the price of bar silver in this country, 
unless we forestall it by suitable measures. As is well-known 
during all the rise from forty-eight to sixty-foiir pence the price of 
country bar silveu has remained here very steady @ Ks. 118-114 
per 100 tolas. When we remember that no fresh silver has been 
allowed to come in on private account, and that a considerable 
quantity must be daily going into consumption for ornaments, the 
Steadiness of the local price is extremely significant. To my 
mind it clearly points to a fresh stream of silver supplies steadily 
coming on the market at this level, and points to the rupee being 
largely molted down for ornaments. Nor is it anything to be 
surprised at, when we remember that it would require the melting 
down of only 110 rupees to get 100 tolas of silver instead of the 
113-114 that it costs in the market. 

XVIIL It therefore seems to me that if the stream of silver 
supplies from the Mints is dried up owing to suspension of 
cashing of notes, the demand for more silver for ornaments will 
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run up the price of silver, unless supplies are provided in some 
other way. My suggestion would be that the Government should 
supply this silver to the market as they are now supplying gold. 
There will be no danger of London prices running away, as the 
purchase in London (or New York) would be made by the 
Government as it is now being done. Only, instead of passing 
through the Mint into the melting put, this silver will herpafter 
go direct to the melting pot, and save the tiiiuj and labour of the 
Mints for the very necessary work of turning out large quantities 
of fractional coinage. To discourage the melting of the rupee, 
this silver might be supplied {ip. Hs. 109 or less per 100 tolas, as 
the Government can very well afford to do even at present 
London prices for silver. 

XIX. After the suspension of cashing of the note has boon 
established for some time, and found to work smoothly, as I feel 
convinced it will be, I would go one step further, and 

{ii) suspend the import duty on silver 
(h) remove the embargo on private imports silver. 
Once our internal circulation has been based on currency notes 
that are inconvertible for iw^er/iaLrequirements, I see no objection 
to, and even think it will be an advantage, to allow both 
metals to freely come in and go out as CommoditieH. 

XX. Here it might be advantageous to point out the need of 
clearly distinguishing between the functions of Gold as a com- 
modity and gold as money of international trade, because such 
distinction is important to properly follow the working of the Gold 
Exchange Standard System. As students of the subject know, the 
main object of this system is to eonceutratcj gold in a central re- 
serve from which international payments are to l)o met, and to 
abolish the waste of money and energy involved in shipments of 
gold to and fro which is the practice under the orthodox Gold Stan- 
dard System for the settlement of international balances. Gold 
has frequently in the past been diverted from India to the London 
Central Keserve and for want of a proper appreciation of the 
above distinction, people in India have loudly clamoured against 
what they call this great iniquity of depriving India of the gold 
that it had a right to. 

XXI. The fact is that two kinds of gold liavo to be imported 
into Gold Standard countries. Tliesc are 

1. Gold to be used in the arts or for ornaments, etc. 

*2. Gold to be brought in in settlement of the balance 
of trade. 

The former is imported as a comirbodity and to that extent 
swells our import balance, just as Manchester cloth or Birmingham 
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hardware would do, and has nothing to do with tlie balance of 
trade. It comes in like any other commodity if India is willing 
to pay for it at the current rate of exchange, as then it is 
profitable for gold dealers to order it out. WJien tlie dealers do 
not care to pay for this gold the price recpiired at the current rate 
of exchange, it ceases to he bought for account of the Indian 
mafcpket, and then, if a sulliciont quantity of other commodities 
has not been bought to equal our export balance, the amount 
remaining in our favour has to be brouglit in in cash. Then the 
bankers procure the cash (sovereigns, dollars, yens, etc.) and ship 
them to India in settlement of the trade balance. If the 
Secretary of State is willing to do it, they hand this gold over 
to him and get the equivalent in local money from the Treasuries 
in India. Tlie Secretary of State charges for sucJi service a 
certain amount which is the difference between ilie par of 
Exchange and the Gold Point, and the country is to this extent 
the gainer. But, and it is this that I want to emphasise, this 
action of the Secretary of State does not divert a single ounce of 
Gold that India wants to use in the arts. Provided, and this is 
a most important proviso, provided he sells his bills against such 
diverted gold at the full Gold Point Bate. It is this that India 
should really insist on. 

XXII. We shall now turn to the fourth and fifth proposals 
named at the beginning of this paper. The fourth proposal is that 
if cornpletci refusal to cash notes is not deoinc<l advisable in view 
of the illiteracy of the masses, we might arrange to give rupees 
for notes to tlu'. extent of Ha. 15 at a time, as this amount will 
amply cover the needs of any individual unit of the masses. 
Limiting thi^ legal tender ({uality of the rupee will give a tfuaf-i 
legal sanction to th*? refusal to cash more than Bs. J o at a time, but 
it is not going to satisfy the pi\)filoers in gold and silver who see 
they could make very large and very safe profits lor every gold or 
silver coin that they could induce the Government to part within 
exchange. fv>r currency notes. Therefore, this measure is sun? to 
be met wulli a great hue and cry about tJie rights of the ryot by 
these profiteers. I would personally prefer; that no more rupc'es 
be given out now, as all bona fide requirements for currency pur- 
poses can bo amply met by notes and by fractional currency- 

XXITl. TJie next proposal — reducing the pioportion of pure 
silver in the rupee and bringing down the silver contents sufficient- 
ly to prevent the temptation to melting — is the next in import- 
ance to suspension of the cashing of the notes, and failing this 
last mentioned remedy, is in fact the only possible solution of 
our present difficulties. Because if our export trade is given a 
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harvests and high prices in foreign countries, of a heavy favour- 
able balance of trade again next year. Large amounts of note 
currency will issue here in payment of these exports, and if the 
cashing of the notes has not been suspended, a very large quantity 
of rupee coin will have to be found to meet the encashment of 
the notes. If the full 165-grn. rupee is continued to be issued, 
much of it will continue to find its way into the melting got, as 
it pays so handsomely to do it, and the situation will continue 
to grow worse. If, therefore, our effoi’ts at providing the neces- 
sary coinage are not to be stultified, the only way is to turn 
out a coin that icill not pay to melt. This again is no new or 
untried measuie. It has been tried over and over again since 
1900 by other countries that run on a Gold Exchange System. 
However, here again owing to want of a propar understanding of 
the position of the rupee under our Gold Exchange Standard 
system, we find strong opposition from various quarters to this 
proposal. It is called ‘ debasing * and we are again told it is 
against all sound currency doctrine. Yes, debasing is wrong 
and that because by putting less metal into a coin than had been 
agreed upon, you really deceive the man who has to get payment 
in such coin. Thus if payment of say iiOO is due to any one, it 
is tantamount to 1*2,344 grns. of standard gold being due to him, 
and reducing the pure gold contents of the sovereign would be 
trying to cheat him of his due, and would be a fraud. Similarly, 
when we were on a silver standard in India, i.e. previous to the 
closing of the Mints in LS94, it Es. 100 was due to any one, it was 
tantamount to 100 tolas of standard .silver being duo to him, and 
reducing tlie pure silver contents would be cheating him also of 
his due, and would be a fi aud. 

XXIV. After 1894, our rupee of yore has remained a rupee 
only in name. When a man .sells anything to me for Rs. 100 
he has a right, not to 100 tolas of standard silver as was the case 
before 1894, but to lOOOr/. worth of f/oW. (L speak of the pre- 
war period.) With silver at '24rL as it frequently was beitwoen 
1894 and 1914, the Es. 100 would have actually bought more than 
150 tolas of standard silver in the open market if my man had so 
wished it. In othoi’ words, since 1894 a rupee has ceased to 
represent a tola of standard .silver. It has on the contrary repre- 
sented a certain quantity — one-fifteenth of a sovereign worth — of 
standard gold. Since its character has been so changed, and it 
has become a mere token for a certain quantity of standard golAy 
it is clearly imma terial how much silver it is made of, because it 
is not the silver in it that enabled us all these years to get 16<2. 



worth of gold for it. It was the guarantee of the Government 
under the Gold Exchange System that really did it. To talk of 
debasing in connection with our rupee is therefore totally to 
misunderstand its present cliaracter. To those who do it, 1 may 
ask ‘ If it was right to have only nine annas worth of silver in the 
rupee in 1914, why is it wrong to have the same nine annas worth 
of silver in the same rupee to-day ? * 

XXV. There is another set of opponents of this measure 
who base their opposition on the illiteracy of our masses, and 
claim til at such a step will create great distrust in the Govern- 
ment if not actual disaffection. It is not easy to reply to this 
criticism from past experience in India itself, but we have ex- 
perience of similar reduction of the silver contents of the principal 
coin of the masses in the Straits and elsewhere. The populations 
there are equally illiterate, and yet repeated reductions have met 
with comparatively little op})ositioii. As pointed out in an earlier 
part of this paper, the individual unit of the labouring and agri- 
cultural classes cannot at any one time be the holder of more 
than a few coins, and ho does not understand, and will not care, 
for weiglits and iinenesses of coins so long as the •purchasing 
po'uscr remains unaffected and the masses find they can procure the 
same quantity of othiir commodities with the new coin as with 
the old. If the masses can be satisfied on this point and they 
would soon be so satisfied from their transactions with the Kail- 
ways, i\)st Offices, etc., there will be no fear of the new coin being 
rejected to any a[)preciablo extent. 

XXVI. Here, again, proposal No. 3, viz. an ample supply 
of fractional coins and facilities for cashing in such fractional 
currency will prove a most powerful help, l)c'causo the masses 
would then find that they were getting without trouble iitll six- 
teen afinas for the now coin, and this would at once give them 
confidence in such new issue. 

XXV IT. THie next most important objection to this proposal 
comes from people wlio base it on so-called scientific grounds. 
They learnedly speak of Gresham’s Law, and tell us that it has 
been established that when two coins of different weight are 
made to circulate simultaneously, the lighter one inevitably 
drives out the heavier. What they forget is that Gresham’s Law 
is merely a statement of the very human fact that where the exis- 
tence ot two Sijch coins gives merchants or bankers tiie chance 
of making a profit, they will make it. Thus, if there were by 
some accident sovereigns of 1*24 grns. issued instead of the regula- 
tion 123*44, people would soon begin to discriminate, pick out the 
heavier coins, turn them into bullion, and exchange 123*44 grns. 
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of it for another regulation coin, and pocket the profit of about 
half a grain. This process will continue until all the heavy 
weight coins had been sought out. and profited by. But, what 
we should remember is that the impelling force is not merely the 
fact of heavier weight, but tlie certainty of ‘pvojitintj by such extra 
weight. If there was no profit, nobody would bothei* about seek- 
ing out the heavier weight coins. Now, it is only in standiard 
coins, tliat Inive their face value equal to their l)ullion valup, that 
this can happen. In tokens, the face value is already much 
higher than tlic bullion value, and it does not pay to breakup 
a token coin that happens to have a higher bullion content than a 
similar othm* coin. Thus, to take our nickel Iwo-anna pieces, if 
we happened to have side, by side coins containing 75 pen* cent 
pure nickel and i)0 per cent pure nickel, th(' last would not disap- 
pear, because even lOU per cent pure nickel of the weiglitof our 
two-anna piece would not be worth two annas r/.s* hull ion (as metal.) 

XX VlJl. Now, under our Gold Exchange Stamiard system 
our rupee is also a token coin, depending for its value not on its 
bullion contents, but on the guaranteed gold price fixed for it by 
Government. We all know that bar silver has fr('qiiently sold in 
the Indian markets at Hs. lio to 70 per 100 tolas puie. This 
means that the rupee, which is only o/n; tola of standard silver, 
has been able to buy more than one and-a-half tolas of such silver 
in the open market. Now, if, when silver was quoted at such 
prices, we had two kinds of rupees, in circulation simultaneously, 
one our present ll)5-pure rupee and the (itlutr the proposed 105- 
grn. pure rupee, Gresham's Law could not have operated. jMcrch- 
anis, etc., would know that even with tiie 1(3 j-grn pure rupee they 
could buy more tlian’iOO grains of pure .silver in the open market, 
and they would ihorefoj e use it coin in order to procure this 
larger quantity of silver with it. What surprises me is that 
these people who talk of Gresham’s Jjaw without understanding 
what it is fail to f^ee that at 'pre.'icnt this Law isactualhi in opera- 
tion amongat us for the. 2 }ast two gears. At the price for country 
bar silver that obtains lierc for the past two years it lias proved 
profitable to melt down the rupee, and thci'efore Gresham’s Law 
has already been operating with the rcjsuit that the rupee coin is 
disappearing from circulation even faster tlian we can mint it. 

XXIX. I have already said in the beginning of this paper 
that our situation has become very much worse to-day owing to 
the neglect of our Currency Authorities to take the right mea- 
sures at the rigl j time. If a new coin of the kind proposed had 
been issued by our authorities when silver was under Es. 100 in 
our Indian markets, as it was even two years ago, it would have 
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kept circulating simultaneously with the old coin, because the 
purchasing power of the latter would still have been greater than 
its melting value. To-day with country bar silver @ 113, the 
problem is much more difficult, but it is not yet past remedy, and 
it is not statesmanship to helplessly look on, and allow matters 
to grow worse. We shall now consider how to set about this 
reform. 

X3^X. The key to the problem lies, as will be perceived from 
the preceding paragraphs, in devising means to Imver the Indian 
price of silver to just below the point at which it would pay to 
melt down the rupee for ornaments. Tht‘. village silversmith, a 
very cute and calciilatitig p(MSon, will do the rest. 

XXXI. What is this paying point? Our coin being 
11/12 fine, it takers just 101) 1/11 rupees melted down to give 100 
tolas of pure silver. There is further the cost of the operation, 
and the risk of doing it as melting has been made penal. There- 
fore, no one in his senses will care to melt down the old rupee, 
if there is not an appreciable profit on such operation. 

XXXII. Our first step therefore should be to provide silver 
direct to the market at Ks. 100 or less per 100 tolas, as suggested 
in para XVIIJ. Some people will say that when the very source of 
our troubles is the difficulty of getting sufficient silver for coinage, 
this sproposal to apply silver to the public is an absurdity. I 
would point out in reply that what we are actually doing is some- 
thing still more absurd. Ooveriiment is at great pains to buy 
silver in London and New York, it makes gigantic efforts to mint 
it. into coin, and then — all this coin disappears and all the labour 
is wasted. This may seem an exaggeration, but in a very inform- 
ing article in the London Thnes of July 21, 1919, believed to be 
from the pen of some one high up in the Indian Finance Depart- 
ment, we find the following : 

* From the last rupee Census, and from the coinage returns, 

‘ the active circulation in 1918 may be taken to be 2190 million 

‘ rupees Despite the year’s large coinage, this figure was 

‘ actually 80 million less than that of 1917.’ 

This means in plain English that all the minting of the year 
1918 had been sheer waste of energy and had not added a single 
coin to the effective circulation. It was like pouring water into 
a sieve. 

XXXI II. Instead of wasting time and energy in this way, 
would not the Mints be far better employed in turning out subsi- 
diary coins, which are so badly wanted, and the presence of 
which would greatly help to keep our small notes at par ? 
Would it not be more* sensible to pass the silver on to the trade 
16 
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as bullion, and thus prevent further encroachments on the supply 
of coin in circulation ? 

XXXIV. What we should therefore do is to place such 
silver as India is hereafter able to acquire on reasonable terms 
on the market here at Es. 109 or less. For coinage, we have for 
the present all we need in the fifty-six crores that the Currency 
Treasuries now hold in the shape of coined and uncoined silver. 
The figures are on the basis of ll/i*2ths fine coin. If jbhe new 
coin is only 7/12ths fine, as I think it should be, there is enough 
to give us 88 crores of the new coin, which will be ample for all 
requirements over the next twelve months, supplemented as it 
will be by some imports of Gold. 

XXXV. It might bo said that minting all this new coin is 
a very large order, but failing suspension of encashment of notes, 
this is the only sound and tried remedy for our currency difficul- 
ties. The problem of minting is also not as tremendous as it 
might appear at first sight, because the situation will automati- 
cally grow easier and easier as the coining proceeds, as these new 
coins will not disappear from circulation as the present coins do, 
there being no inducement to put away these now coins, and the 
state of the circulation will therefore steadily improve, and make 
further coinages less urgent. 

XXXVI. The next step is to withdraw the legal tender 
qualification from all rupees coined before 1919 from a certain 
date to be notified, say six months from date of notification. 
After such date, the old rupee is to cease to be legal tender but is 
to be exchangeable into the new coin, oi* into currency notes at the 
Government Treasuries for a furthei’ period of eighteen months. 

XXXVII. If the thing is otticiently handled, and a supply 
of new coin is made ready before the new system is maugurat(?d, 
1 believe it will be found that after some initial hesitation, the 
new coin will circulate freely, and if silver prices are lowered 
here by providing supplies of fresh bullion as suggested above, 
the old rupee will be rapidly return(‘d to the Treasuries before 
it ceases to be legal tender, and thus loses its full sixteen-anna 
purchasing power. 

XXXVIII. I need not repeat h('.re again that in my opinion 
this means of remedying our ourrency situation is but a poor 
next best. The best and soundest remedy is the suspension of 
encashing facilities, and as representative bodies and even an 
authority like the Bank of Bombay now agree that in view of 
the reception ^^iven to the small note, the question of inconver- 
tibility as they call it was now looked upon with less apprehen- 
sion than formerly, our Currency Authorities should now lose 
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no further time in adopting this very necessary measure. They 
should not delay because silver is still obtainable at a price. If 
silver is obtainable at reasonable levels, they might buy it and 
keep it in the reserves, thus strengthening the backing of: the 
notes. 

XXXIX. There are apprehensions in certain quarters that 
the present coin (IdS-grn. pure silver) would all disappear in case 
encashment was susjiendod. I have explained above that it will 
so disappear, and that into the melting pot, but only if silver is 
unobtainable in any other way. However, even assuming that 
the old rupee disappears, it will only bo what has already been 
happening to it during the past two years, in spite of the great 
efforts made to maintain the so-called co nvertibility by enor- 
mous fresh coinages. Suspension of cashing of the notes will at 
least prevent this pi-ocess going further, and preserve the fifty-six 
crores now in the Treasuries, and more that we might hereafter 
acquire, from being dispersed in the circulation, and disappear- 
ing. In view of the extremely strained situation of the silver 
anarket, any further delays in adopting this measure will be 
highly ill-advised. 

XL. Another thing that the Authorities might seriously 
take in hand is the import of securities here to supplement the 
present very inadequate imports of commodities and of treasure. 
This might at first sight appear to be a matter for private initia- 
tive in which Government need not interfere, but I would urge 
upon thejii tlie necessity of this step as an urgent currejicy 
measure. 

XLT. When Government Sterling Loans were being placed 
in England (^; Sk per cent. Railway Debentures of Indian Rail- 
ways have been issued even (($ 4 per cent. My suggestion is that 
Government issue here Railway Debentures @ oj to G per cent 
and with the proceeds buy up the Debentures now held at Home. 
It should not be difficult to do so, as these are mainly held by 
big Insurance Companies, and these Companies can at once re- 
invest in other Home securities without loss of interest yield. 
The British Government has previously commandeered securities 
in order to redress the balance of their indebtedness to America 
and with some exertion on their part, it should be possible to get 
hold of these Sterling Debentures for us, and replace them by 
Debentures in rupees floated here, and thus help to redress our 
trade balance. 

XLII. Another thing that wc might very profitably do is 
to take advantage of the speculative fever now seen in Bombay 
and Calcutta, and other important centres, and guide it into 
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the right channels, i.e. into sound investments, while greatly 
helping at the same time 'to ease our currency situation. The 
public here has now got plenty of cash to invest, and is looking 
for something more tempting than a safe 6 per cent as is evi- 
denced by the great avidity with which the ordinary shares of 
new companies are taken up. The Government might consult 
the leaders of the Calcutta and Bombay stock markets and devise 
means of bringing over to India, and converting into rupee- 
companies, 'the many tea, rubber, etc., companies now operating in 
India itself, and in Ceylon and the Straits. Sliares of these 
companies arc already bought and traded in by I he knowing few, 
but the general public holds aloof, as the dilliculties of buying 
shares in England and having them triiiisferred to one’s name 
here arc very great, and these same dilliculties stand in the way 
of rapid realization of one’s holdings. Special facilities are pro- 
vided by a few companies hy having an Indian register, but even 
these facilities are far from satisfactory, and if wholesale invest- 
ment in such securities is desired, — and it must be wholesale if 
it is to exert any beneficial influence on our currency situation, 
— the Companies must be brought bodily over here. A stray 
company here and there is already doing this on its own initia- 
tive, as at the present rate of exchange the conversion can be 
arranged on terms very profitable to the English holders. But 
what is wanted is systematic action by Government to get many 
more companies to do the same, and the removal of any techni- 
cal difficulties that might delay the ojicration. 

XLIII. While these line.s are lieing penned, the recommen- 
dations of the Indian Currency Committee are yet to be formu- 
lated, and I would in conclusion urge upon the authorities the 
very gregt necessity of action in at least one*, direction at the 
earliest possible moment. It is in the direction of reassuring 
the public that the rate will not be allowed to go beyond a given 
figure, say 24d. 

XLIV. During the first upwards movements of the rate, the 
export trade was clamouring at thii losses it was incurring but 
the import trade was in grcjat gle(), because wholesale dealers 
who had bought in sterling thought they were going to make 
great profits. These importers have been disillusioned. They 
find that the upcountvy buyer also knows that exchange is daily 
going up, and that he is therefore postponing his purchases. 
Consequently, purchases from Home that had promised to show 
good profits n w show losses, as the demand remains weak. 
•l%at a big demand must be there is undoubted, because the 
crops this year are all reported to be very good. What the 



upcountry buyer wants before he will place his orders is an as- 
surance that the price will not go down the next day owing 
to another turn in exchange. 

XLV. I urge that >the Currency Authorities should now 
give this assurance even in their own interests. They want 
India to buy heavily of foreign goods tf) reduce our need to 
imf-prt gold or silver. India is ready now to buy heavily if 
Government but gives the. word. That word is an assuj-ance to 
the upcountry buyer that ExcJuingn mil not he allowed to go 
higher. The other side of the question, i.e. whether exchange 
will go lower should he left open. This d(jes not in any way 
bind down the Government, as the lower side of tlie rate is 
entirely under their control thrimgh offers of lievorse Councils. 
What I suggest is that while an assmance should be given that 
exchange will not lui allowed to go beyond a named figure, 
(which should be the current figure at tlie time such action is 
taken), nothing should he said as to the possibilities on the other 
side. This will be considered to be an advocacy of instability in 
Exchange, but under present circumstances, it is highly desir- 
able to leave a certain amount of uncertainty on the lower side, 
because the object to be aimed at is to make the upcountry 
buyer lay in stocks freely and while guaranteeing that the rate 
will not further advance , will embolden him to come into the 
market, a bit of uncertainty as to the lower side of the Kate 
will prove a great incentive to active purchases on his part, as 
with any signs of weakness in the Kate, he wdll bo induced to 
hurry up his purchases, before the price of imported goods rises 
under an unfavoural)le movement of exchange. 

XLVL Such a measure will, on the other hand, discourage 
exports, because the foreign buyer will be afraid of our rate 
going down, and making his to-day’s purchase loo dear, and will 
hesitate, and book sparingly, hoping to do better later on. The 
result will bp a tendency to decreased orders for our goods fiom 
foreign countries, and increased orders for imported goods from 
our upcountry centres, and thus the totals of our exports and 
our imports will tend to come closer together than they are to-day. 

XL VII. Before closing this paper, I would like to once 
again emphasise tlie great need of promptly devising measures 
to enable us to do without silver before it is too late. W'e 
should be warned by the situation lately reported from France, 
where the silver coin has practically disappeared. Another penny 
or two rise in the price of silver, and the subsidiary coinage 
of other important countries will be exposed to the same risk, 
and the efforts made by these countries to safeguard their own 
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position will powerfully affect our own currency situation. The 
impression seems to prevail that if our rate of sterling exchange 
goes up sufficiently high, India’s demand for silver will automa- 
tically cease. Those who think so appear to overlook the fact 
that our real difficulty is the absorption of silver by the masses 
for ornaments, etc., and this absorption will go on so long as their 
condition remains fairly prosperous (and good rains this year 
ensure this prosperity for another twelve months). As the Mints 
arc to-day the only source through which fresh supplies of silver 
can be had for ornaments, this source will continue to be drawn 
upon. In other words, rupees will continue to disappear from 
circulation, unless we make the operation unprofitable, or supply 
fresh silver diiccl to the market at a lower rate than what the 
melted down rupee would cost. 



The Indian Currency 

By J. a. Wadia 


The recent rise in silver to 64fZ. per ounce has once more 
forced this question upon the notice of the Indian Governincnt 
and the Indian public. After the closing of the mints in 
silver fell at one time to 24ci. an ounce. The Government of 
India long before 1893 had set its heart on a gold standard, and 
they repeatedly moved the Home Government to come to their 
rescue. The Home Government was evidently better informed 
than the Indian Government, and d(3clined to move in the matter 
for a long time ; and it did its very best to throw cold water on 
the efforts of the Government of India in the direction of a gold 
standard and a high fixity of exchange. I will quote here from a 
letter, dated November *24, 1879, which was addressed by the 
Lords Commissioners of the Treasury to the Secretary of State 
for India in Council. It runs as follows : ‘ The Government of 
India propose that the free coinage of silver shall be restricted 
so that the rupee shall no longer remain, as at present, simply a 
piece of siiviT of a given weight and fineness, but sliall in addition 
to these qualities bear a fixed relative value to tlie Englisli sove- 
reign. The proposal appears open to those objections to a token 
currency which Jiave long been recognized by all civili/.od nations, 
viz., that instead of being automatic, it must be managed by the 
Government, and that any such managennent not only fails to 
keep a token currency at par, but exposes the Government which 
undertakes it, to very serious difficulties and tcmj)tatio)ifi. It 
appears, too, that the Government of India in making the present 
proposal, lay themselves open to the same criticisms as are made 
upon Governments which have, depreciated their Currencies. In 
general, the object of such Government has been to diminish the 
amount they have to pay to their creditors. In the present case, 
the object of the Indian Government appears to be to increase the 
amount they have to receive from their tax-payers. My Lords 
fail to see any real difference in the character of the two transac- 
tions. If the present level of exchange be due to the depreciation 
of silver, the Government scheme, if it succeeds, may relieve the 
Indian Government and others who desire to remit money to 
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England, but this relief will be given at the expense of the tax- 
, payer and with the effect of increasing every debt or fixed pay- 
ment in India, including debts due by the ryots to the money- 
lenders.* Every one of the things mentioned in the above quota- 
tion has come to pass. The Herschell Committee most reluc- 
tantly consented to close the minis in 1893 and fixed the rupee 
at Is, 4d. or Ks. 15 to the sovereign, although the Government 
of India desired the fixity at Is, fir?, to tlie rupee. It was declared 
before the Hevschell Oommittee by our Government that if the 
mints were not closed, India would b(' bankrupt. India was not 
bankrupt, although exchange fell to in 1895. Since then 
exchange began to rise and by the year 1898-9, l.s’. id. for the 
rupee was firmly established with gh)rious results to the 
Government and witli dire results to tlu^ people. We had two 
severe raiiiines in 1897 and 1900, and yet the Treasury was over- 
flowing. The expenditure on the two famines was estimated by 
the th‘‘n Secretai v of State at millions of pounds. I will quote 
an extract Iroiii tlie Indian Spectator, DecombiM* 15, 1901, ‘ no 
doubt we ai’e told that tlie heavy expenditure was met from the 
revenue. This expenditure lias been computed by the Secretary 
of State at ^15,000,000 during the last two famines, to say 
nothing of the growing surpluses which are now obtained from 
year to year.' Tlie losses in crops w^ere computed by the same 
Secretary of State, Lord George Hamilton, at Es. 75 crores. This 
was the result achieved by the artificial rupee, whilst the starving 
peasantry when it went to the ‘ Bania ’ with its saved silver to 
buy food grains, received only Es. fiO for every 100 tolas of silver 
lor which it had paid something like Ks. 105. It is not fair to 
lay the entire Idaiiie on the (iovernuient of India for the closing 
of the mints, since about 8,000 educated Indians joined about 
8,000 Anglo-Indians in petitioning our Government in 1892 to 
close tlie mints and thus save the country from heavy losses en- 
tailed by the fall in i^xcliange as regards our remittances to 
England in jiayinent of home charges. Now the fall in exchange 
was a gain to the. country and not a loss from every point of 
view, and the Government of India knew it and in its lucid 
moments acknowledged it. I will cpiote from a let ter from the 
Indian Government to the Secretary of State in 1886 : ‘ Whilst 

impressing upon the Secretary of State, the very serious incon- 
veniences suffered by the financial department of the Govorninenb 
and by the Anglo-Indian official community, owing to the fall in 
the gold price of the rupee, the Government of India freely 
admitted that so far from this fall having proved injurious to the 
people of India, the Indian cultivator appeared to have actually 
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gained.’ And this is self-evident. Before the year 1873, when your 
exchange was 24d. to the rupee, your exporter for his.one sovereign 
worth of produce got Es. 10 ; in 1895, with exchange down to 13d’ 
to the rupee, he got about Es. 19. What harm had he suffered 
by a heavy fall in excliange ? None whatever. He got Es. 9 more 
on every sovereign worth of produce sold. It was said that there 
was no good in getting Es. 19 for the sovereign as the rupees 
were depreciated rupees. There was no such thing. The rupee 
had a much better purcliasing power at 1 3d. than the debased 
rupee at IGd. as I will presently show. The late Sir Eobert 
Giffin, K.C.S.I., in his evidence before tlie Currency Coiriinission 
in 1898, said that, from an economist’s point of view, the rupee 
was for the purposes of curroKcy a superior coin to a gold 
sovereign, as its purchasing power was far more steady than that 
of the gold sovereign. The rupee was divorced from the metal 
and was screwed up to 1 s. 4d. in 1898-99, and since then its 
purchasing power fell enormously, since the country was flooded 
with token coin. I have no desire to give war figures and prices. 
I will therefore give you the figures up to 1912. I take the 
following figures from the Commercial Intelligence Department of 
India. 


1-1 1 Cl I • Gold Prices 

Pood Grains Silver Prices ^ , , , 

4ii* » c^aueroecK s 


Year. 

(Betail) 

India. 

Atkinson’s 
Silver Prices. 

oaueroecK s 

index numbe 
England. 

^ Exchange. 

1873 

100 

100 

100 

23(2. to the Re. 

1885 

100 

10(5 

05 

18(2. „ „ 

1894 

114 

12:1 

57 

13(2. „ 

1910 

108 

1.51 

70 

16(2. „ 

1911 

1(51 

1.5(; 

70 

1(^(2. 1) 

1912 

189 

175 

77 

1(5(2 


You will thus see that between 1873 and 1891 the silver 
rupee fluctuated fourteen points, or if you take Atkinson's 
prices, twenty-three points ;4)ut gold prices fluctuated forty-three 
points. Take the figures now between 1873 and 191*2, and you 
will find the following fluctuations : Food grains, eighty-nine 
points ; silver prices, seventy-five points ; gold prices, twenty-three 
points. In plain language, in 1873 if you had to pay Es. 100 for 
a certain quantity of food grains, in 1912 you had to pay Es. 1^9. 
On the other hand, in 1873 if you paid ^100 for certain articlefe 
in England, the same could be purchased for £77 in 1912. 

When you have a token currency, the temptation of mani- 
pulations and inflations are very great, and our prices in my 
17 
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opinion had been inflated long before the war owing to the 
inflation of currency. The mints were closed in 1893 ; exchange 
fell to 13d!. in 1894 and it was firmly established at Ifid. in 1899, 
and our rupee became a token coin. Sir David Barbour, K.C.S.I., 
K.o.M.o., in his book calicd, ‘ The Influence of the Gold 
supply on Prices and Profits ’ on page 58, says as follows : 
‘ Token coins, whether of copper, bronze, nickel, or silve^ are 
maintained at their rupee level in relation to gold by limiting 
their quantity. No more of such coins can be safely issued than 
are just suflicient to meet the wants of the public at the level of 
prices existing for the time being.* Our currency in active circu- 
lation in 1893 was computed by the Herschell Committee at 180 
crores of rupees and about twenty-eight crores in Currency notes. 
In 1912 our Currency was computed at 180 crores of rupees, sixty 
crores of notes, and sixty crores in gold in active circulatioji. 
The latter figures are taken from the Moral and Material Pro- 
gress of India published in 1912. Our population in 1893 was 287 
millions ; in 1912, 315 millions. To-day our population may be 
estimated at about 327 millions and the Currency in active cir- 
culation to-day is computed at 400 crores of silver rupees and 
about 174 crores of currency notes. The result of all this infla- 
tion of token currency has been an artificial rise in prices and 
wide-spread distress in 1912, long before the war. It is said by 
the ‘ Statist * of June 7 last that the Indian Government 
during the war bought 60 crore ounces of silver or three years 
world production of that metal, whilst 120 crores of rupees have 
been added during the war period to the Currency of the country. 
Instead of gold which was due to us from England and her allies 
for the purchase of our raw material, we were flooded with 
silver and token coin. In a note by the Bengal Chamber of 
Commerce on Currency, publi.shed by the Statesman of July 16 
last, the Chamber says as follows : ‘ Thus although the visible 
cause of the rise in exchange i.s the rise in the price of silver, the 
main cause is without doubt the refusal of the gold standard 
purchasers of India’s produce to pay for this produce in gold, 
thus compelling the Government of India to import silver in 
order to meet trade requirements.’ The mints ought never to 
have been closed in 1893, and if closed, in common fairness to 
India, we ought to have had an effective gold currency. It must 
be remembered that the Herschell Committee reluctantly gave 
its consent, since the Indian Government threatened bankruptcy, 
and the Indian people were told and childishly believed that the 
closing of the mints and the overvaluation of the rupee would 
cause a saving to India in Home Charges. This is merely a 
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delusion and the Herschcll Goramittee knew it. if we have 
^20 milHons to remit to England annually as Home Charges, 
we have to produce millions of goods which will be sold 
in the neutral markets of the world. To-day our exchange is 
2s. to the rupee ; will India save a half-penny in Home Charges? 
Not a cent. India will have to produce goods which will realize 
.£20 ^inilli()ns in the neutral markets of the world. It is true 
that the Government of India will save some ten crores of 
rupees ;* instead of finding thirty crores of rupees at Is. 4d. to 
the rupee, it will have find only twenty crores at 2s. to the rupee 
in remitting £20 millions for Home Charges ; but this little sav- 
ing of ten croriis to the Government will bleed the producer, 
since for his every sovereign worth of produce for which he was 
receiving Ks. 15 at Is. 4(i., he will get only Rs. 10 now at 2s. 
Take the imports and exports of merchandise for 1917-18. 

Imports. Exports at Is. 4 ( 1 . to the rupee. 

Rs. 150 crores -.£M0 crores. Rs. 233 crores— .£15*55 crores. 

The same figures on 2s. to the rupee basis would work out 
as follows : — 

Imports Exports 

Rs. 100 crores. Es. 155 crores. 

You will thus see that we have gained by a higher exchange 
titty crores in imports which are the results of foreign capital, 
labour, and skill, we have lost seventy-eight crores on exports, 
the result of Indian capital labour, and skill. And this is not the 
only loss since all export produce like cotton, wheat, etc., which 
may be consumed by the country itself will be governed by export 
prices. Very often people think that the producer will be able 
to raise his prices. You can only do so if you have got a monopoly 
of an artich'. like jute, but price of cotton, wheat and other articles 
of export will have to bo guided and controlled by the world 
prices of these commoditi('s. The Herschell (Vmimittee thought 
of raising more revenue by further taxation to meet the so-called 
loss in exchange. It acknowledged that import duties would be 
very i)opular in India, but Lancashire would not allow it and 
direct taxation it could not think of, since it would give a handle 
to the agitator who was already vigorously preaching the 
doctrine of ‘ tribute ’ paid by India to England. We all know how 
vignrf)usly this annual drain theory was preached by the late 
Hr. Dadabhoy Naoroji, Sir Dinshaw Wacha, and many others of 
our public men. Lord Sydenham called it a murderous doctrine. 
At any rate it was a highly erroneous one, but the Herschell 
Committee was therefore naturally disinclined to recommend a 
higher direct taxation. The late Dr. Dadabhoy Naoroji in a 
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Bpeecli delivered to the electors of North Lambeth said as follows, 
* India was being selfishly exploited for the sole benefit of 
Englishmen. It was slowly but surely being drained of its 
wealth, for no country in the world could withstand a drain of 
thirty to forty millions sterling, annually, such as India was now 
subjected to ; its power of production was diminishing and its 
people were dying of hunger by the million.’ The above is taken 
from the Bombay Chronicle of July 4, 1917. Lord Curzofi told 
us in 1900 that since 1835 India had received 825 crores worth of 
silver and gold ; and 1 believe we must have since imported 
another 825 crores of gold and silver. Instead of an annual drain 
of thirty to forty million pounds from India to England as 
mentioned by i)r. Dadabhoy Naoroji, the complaint is that 
we are draining the gold and silver of tlie world to that 
extent annually. And there is no mistake about it. The 
reason why wo are so poor is that we do not know how 
to make a good use of this wealth annually, and we have 
never been taught by our rulers how to utilize our surplus wealth 
in industrial expansion. The Secretary of State only recently 
found out that ho and his country have neglected us for their 
selfish benefit. Let me quote, from a speech in Parliament 
recently delivered by him. I take the following from his speech 
reported by the Advocate of India of June 25, 1919. * Hitherto 
by a fiscal system, imposed from this country suited to us but 
not suited to or welcomed by India, we have refrained both on 
the part of the Government of India from spending the revenues 
of India in the development of native industries and technical 
education. We have left untapped and undeveloped the resources 
of ludia which ought to be developed at the earliest possible 
moment. We have heard this afternoon that i?24,000,000 of 
this budget is for railway expansion in India. Ihuctically all 
the railway plant ought to be and could be produced in India 
itself.* What an awakening, although late in the day ! We 
starved and we died by the millions owing to free trade of which 
the late Ur. Dadabhoy Naoroji and Sir Dinsliaw Wacha have 
been the misguided exponents. The latter, a ‘ staunch * free- 
trader, supported an export duty of fifteen per cent recent- 
ly imposed on hides and skins for the lienefit of the tanning 
industry. Is there any country in the world which imposes a 
export duty on its raw material to protect its home industry ? 
You can do so with impunity if you have a monopoly of that 
article like jute, not otherwise. Sir Dinshaw Wacha in a paper 
read before the Koyal Society of Arts in 1918 under the presidency 
of the Secretary of State, said that the prosperity of the cotton 
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industry in India dates from 1882 when all import dutJlss were 
abolished on Lancashire goods. Did you ever hear of such an 
absurdity? Keiiioval of these duties was denounced by the 
London Times in its columns and Gladstone in the House called 
it a crime against helpless India. Sir Dinshaw also advocated 
an export duty on cotton to Japan which was most adversely 
criticized by Sir Charles Armstrong and Mr. Basu, who were 
pr^ent and who took pai-t in the discussion. When such men 
honestly but ignorantly preach the doctrine of the drain theory, no 
wonder the Indians believed it and felt resentment at their 
imaginary wrongs. Prof. Jevons of Allahabad wrote a letter to 
the Pioneer during the recent Currency controversy in which he 
said that if India had gone in for a gold standard and a gold 
currency in 1H73, all our subsequent trouble would have dis- 
appeared. We would have saved in home charges by millions 
and in every other way, this would have been a happy land. I 
Jiave before me a journal of the Society of Arts, xMarch 2*2, 1908. 
A paper on Indian Currency was read by Mr. J. J3arr Kobertson, 
Sir D. A. Sassoon, Bart,, M. P., presiding. Mr. Kobertson was 
a very enthusiastic admirer of the closing of the mints, but this 
is what he said, ‘ It is in ti)e highest degree necessary to 
emphasise the fact, that up to 1800, India’s linaucial troubles were 
due almost entirely to gold. The silver standard gave India 
in the twenty years from 1873 to 1892 a remarkable degree 
of prosperity, whereas if India had been on the gold standard with 
exchange at Is. lid. and prices in 1892 on a gold basis of sixty- 
eight instead of on a silver basis of ninety-six, it is needless to say 
that there would have been wide-spread adversity all over India.’ 
As I have said before we discharged our gold debt by the exj)ort 
and sale of produce, and if we had been put on a gold standard 
as Prof. Jevons recommended, we would have had to pay more 
in produce which on a gold basis fell Irom 100 in 1878 to 08 in 
1892. That is the meaning of Mr. Kobertson. Our present 
difficulties were predicted by Sir James Begbie, ameiu’oor of the 
Chamberlain Currency Committee of 1912. He was for many 
years the Secretary and Treasurer of the Bank of Bombay. In 
his minute of dissent he said, ‘ At least there is not such general 
confidence in the rupee as would in my opinion alone warrant 
further large extensions of the token currency. Por a country 
which takes gold in great quantities, an extensive token currency 
is not suitable. The statistics show that great progress has been 
made in attracting the cash reserves of the people into useful and 
profitable channels such as investments and deposits with banks. 
But they also show this latter reversion to hoarding on an 
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extende*d scale which is thus a retrograde movement, indicating 
a greater and not nmmUiral desire for solid security than 
for profitable returns or investments in a currency medium 
which does not provide the kind of security now clearly preferred. 
It seems to me that it is not to the interest of India to have its 
rapidly accumulating wealth diverted into idle hoards by this 
token currency policy. But as future additions to the currency 
become necessary by reason of favourable trade balance, the 
additions should take the form of gold which will be imported 
in settlement of the balance of trade.* Instead of giving us gold, 
our Government bought sixty crove ounces of silver during the war 
or three years world production of the metal and added 120 crores 
of token rupees to the active circulation of the currency, and y(^t 
the Government is surprised at the inflation of prices and the 
high price of silver. Whatever may be the effect of a 2s. rupee 
on the destinies of the producer, the Government is bound to 
roll in wealth. Scarcity and famines will not prevent the over- 
flowing of the Treasury. When exchange was at 13fZ. in 1895, 
we had a surplus. When it rose to Is. 4tZ. in 1889, the year 
of the greatest famine of the century, the Government Treasury 
was bursting with surpluses, since there was a rise of 3d. in the 
rupee,’ or 185* per cent rise in indirect taxation. On the Ibth 
September, 1901, Eeiiter made us familiar with the utterances 
of Lord George Hamilton, our then Secretary of State, who spoke 
in the House as follows ; * I dtjubt since India was first under the 
jurisdiction of the Grown, if any Secretary of State had been 
able to make such a satisL'actory slateiuent. The surpluses have 
been large, cimtinuous and progre.s.sive notwithstanding the 
drought, and India as a whole has been prosperous. Tliis is a 
conclusive evidence that the economic incjveiaent of India was 
on the up-grade. The agency which next to railways and irri- 
gation had hel])ed in tigliiing the famine was the currency policy. 
Lord Curzon is doing everything tending to th(^ internal pros- 
perity of India, and he uses his rare powci’ of syinpatlietic elocpi- 
ence to bring home to the native <;onimunities the beneficence 
and unselfishness of British intentions.’ In 1919 during the 
Budget Debate in the House of Gommojis our present Secretary 
of State, the Bt. Hon’blc Mr. Montague doidored the poverty of 
the people and their want of stamina owing to our want of re- 
serve which made us an easy prey to epidemic diseases, such as 
plague, malaria, and influenza, 6 million people having died 
during the course of the year owing to the ravages of the latter 
disease. Once iuore a high exchange will give the Government 
6ix overflowing treasury in spite of the recent famine and wars. 
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I trust Mr. Montague will be better informed than Lord George 
Hamilton was in 1901 about the causes of an overflowing Trea- 
sury. Now that silver is high, and exchangcj being 2s, to the 
rupee if not higher, what is to be done? It is sometimes asked 
that if the mints liad remained open, ext-hange would have Ijeen 
2s. to the rupee as it is to-day, and the producer and the tax- 
payer would have suffered just as much. No doubt, that is 
true, but then they would have had no grounds to complain. 
They wouhl have been on a natural silver basis ; they would liave 
derived the full benefit of a fall in exchange, 'fhcy would have 
received Us. 20 for their one sovereign worth of produce, 
assuming the exchange to have fallen to Is. to the rupees. 
Imiiorts would have been handicajiped, exports would have been 
stimulated more than ever, and industries would have mulii- 
plied far more rapidly than they did during the last twenty 
years. A low exchange is as good as heavy import 
duties which all countries are free to levy for the develop- 
ment of their industries except India. Having benelited bv a 
low exchange, we would have had no gi ound to grumble, if under 
the operations of natural laws, silver rose as it has risen now and 
handicapped our export trade and penalized the tax-payer. It 
should be remembered that from an economic iioint of view, the 
rupee was a superior coin, since its "purchasing power remained 
fairly steady between 1873 and 1895 alt hough exchange fell from 
23rf. to the rupee in 1873 to 13rZ. in 1895. What is the remedy 
now? To my mind, nothing else but an open mint. Fluctua- 
tions of exchange are an inconvenience to the trader hut nothing 
more. We have traded with China all these years with a fluc- 
tuating exchange, why should we not do the same with Europe 
and wait patiently till silver falls again? It may he years before 
it does, but still with an open mint we have a chancre of doing 
better. If however, it is resolved to link up our currency with 
that of England on the basis of Its. 10 to the sovereign, which 
would no doubt be injurious to our producers and manufacturers, 
the least England could do is to give India complete fiscal free- 
dom, so that we can develop our industries by levying import 
duties at a faster rate than we are doing to-day. India is rich in 
raw material, why should we not use it as much as possible? 
But to do that in double quick time, fiscal freedom ivS abso- 
lutely essential. England has conferred on India many blessings 
and advantages she never knew before. We have, on the other 
hand, given her a free market in India which has enriched her 
beyond measure. Will she now forego the advantages of an 
open door in India? Will she give us fiscal freedom to save us 
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from starvation in the midst of onr opulence which is testified 
to by our heavy annual imports of treasure? Will, above all, 
Lancashire allow it? Sir William Meyer, our late Finance 
Minister, in a recent speech delivered at the Phillipines, said 
that India wanted protection, but English merchants and manu- 
facturers do not like the idea. Whilst America consumes 95 
per cent of the output of her spindles and looms, Lancashire l,ias 
to expoj-t 80 per cent of lier products. She is immensely rich, 
and as a spinner and weaver, she is extremely skilful ; h\xi with 
a moderate tariff in India, say, to the extent of 15 per cent on 
her goods, she would go under. We are in a position to replacre 
her to-day 1)\ 80 per cent. Lancashire lives on and by India. Japan 
which has no cotton either long or short has ousted her com- 
pletely through tariffs. The Secretary of State Jias recently 
in more than one speech, expressed a desire for granting fiscal 
freedom to us, and if that is done, the evil effects of a 2s. rupee 
and a ten-rupee sovereign could be largely mitigated. 



Discussion 


Pbof,essor V. G. Kale advocated the adoption for India 
of a true gold standard, with a gold mint and gold currency. 
Failing this, he considered bimetallism the best system ; but he 
was opposed to the gold exchange standard system. 

Mr. G. Satyanakayanamiirti held, in opposition to Mr. 
B. F. Madon, that the rupee had at the present time ceased to be 
a token coin. He considered that the gold exchange standard 
could only justified as a temporary makeshift suitable for the 
period of transition from a silver to a gold currency. He recom- 
immded, in the present currency crisis, tliat (1) gold should be 
imported freely (2) £1 iiote.s should be used and popularized, and 
facilities jirovided for their conversion into gold, (3) the rupee 
should be legal tender only to a limited amount, (4) the portion 
of the Gold Standard lieserve not needed for maintaining ex- 
change should be located in fndia, and lent to Indian producers, 
(6) the sterling debt in India should be converted into rupee debt, 
advantage being thus taken of the high rate of exchange, and (G) 
exchange sliould be stabilized. . 

Mu. T. G. Auavamutiiam agreed with Mr. Madon that it 
was necessary for India to endeavour to do without more silver, 
but he disagreed with tb(' Mr. Madon's methods of achieving 
this result. He pieferred that the habit of paying by cheques 
should be cultivated, rather than more paper money issued ; and 
instead of diminishing the (piantity of silver in the rupee he 
advocated the addition of more alloy to the sovereign, while 
still keeping the gold content unaltered. He thought this would 
prevent gold coins from limling their way into the goldsmiths’ 
crucible. 

Dr. Harold Mann pointed out that it was necessary to dis- 
tinguish between the internal and external aspects of the currency 
question. The present difficulty sprang from the fact that India 
has been having a monthly excess of some eight millions sterling 
of exports over imports of commodities. This excess of exports 
must be paid for somehow, either by imports of silver, or of 
gold, or of securities. If it could possibly be arranged that 
the payment was made by imports of securities the currency 
18 
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difficulty would be obviated ; but unfortunately India insisted on 
having gold or silver. 

Mb. G. V. SuNDABA Eeddi and 'Sin. T. K. Dobaiswami 
Aiyab deprecated a further increase in issues of paper money, and 
all approaches towards a condition of inconvertibility, 

Mb. Venkatachabiya advocated the issue of distinctive 
Indian gold coins with rather a heavy seignorage to prevent their 
being melted down ; later on the legal tender of the silver rupee 
should be limited and the seignorage on the gold coinb remov- 
ed. 

Db. Gilbbbt Slateb said that in the whole of this discus- 
sion it must be remembered that Indian currency difficulties had 
not arisen from any defect or weakness in Indian money, but 
entirely from the fact that many of the belligerent countries had 
issued enormous quantities of inconvertible paper money which 
had fallen to varying but very heavy discounts. This applied 
even, to some extent, to British currency. India must maintain 
a sound currency and help to restore a sound currency elsewhere. 
It was a mistake to say that the rupee was now a token coin^ 
It never was merely a token coin. When the mints were closed 
and the rupee was stabilised at Is. 4f?., it was given a value as a 
token coin in excess of its bullion value. But with the outbreak 
of war its convertibility into gold ceased ; it became convertible 
only into British Treasury notes, a very different matter. Since 
then, by the rise of the value of silver, its bullion value had be- 
came the determinant of its exchange value. Ultimately the 
rupee must be put on a gold basis ; but he would deprecate its 
silver basis being interfered with until after steps were taken to 
make rupee paper convertible into gold. 

Pbofbssoh HAMiTyroJN, in reply, deprecated the importation 
into the discussion of any but purely economic considerations. 
They must not, for example, be moved by any mistaken notions 
to the effect that the national prestige was concerned, or that the 
gold exchange standard bore with it any stigma of inferiority. 

Mb. Madon, in summing up the discussion, remarked that 
Professor Kale had said that while he could not think of resort- 
ing to inconvertibility as a permanent measure he was prepared 
to accept it as a temporary measure for the solution of our pre- 
sent difficulties. Mr. Madon said he was glad to hear this and 
was willing that we should resort to inconvertibility for two or 
three years only and at the end of that period reconsider the 
whole position. Professor Kale had further insisted on our 
having the truu gold standard and not the Gold Exchange Stan- 
dard, but the only real difference, between the two was that in 
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one the gold was brought together into a central reserve, while 
in the other it was allowed to be dispersed and was thus not 
readily available when mo^t wanted. One of the speakers had 
alluded to the location of the Gold Standard Beserve. There 
seemed to be an idea that if this reserve was in India it would 
help Indian Trade and Industry, but if the principle of the 
Gold.Exchange Standard was properly understood, it would be 
at once seen that wc could not touch it at all even if it was in 
India. If Indian sentiment wanted this reserve to be in India 
Mr. Madon saw no objection except that the country would lose 
the profits that we now made by preventing unnecessary gold 
movements to and fro. Another speaker had spoken of our 
resorting to the printing press here. This was altogether a mis- 
conception. The term could only be applied to note issues 
without any assets to back them. In our case we had sterling 
assets in England for every note issued here. Then again one of 
the gentleman had spoken of the increase of price owing to large 
issues of paper money. This again was a misconception. The 
notes issued here represented gold credits that could not be 
brought over to-day owing to difiSiculties in procuring gold and 
silver. If gold and silver could have been imported we would 
have had a larger circulation of coins in place of the notes. Mr. 
Madon said he could not reply to remarks of Dr. Slater as the 
time was up, but he would say that he did not agree with them. 




Third Day 

I. Co>operative Purchase and Sale 
li. The Sphere of Central Banks 


The chair was taken by Pkof. C. J. Hamilton. 



PAPERS 


Indent Co-operative Trade by 
Primary Societies 

By P. E. Hkmingway, I.C.S., 

Hegistkah of Co-operative Societies for Madras^ 

The intrinsic difficulties of keeping ii regular co-operative 
retail shop have prevented much progress on these lines in 
villages. An alternative has been tried in some provinces on the 
lines sometimes followed in the early stages of distributive 
societies in Ireland and Germany, namely, by joint wholesale 
purchases by village societies of the requirements of their 
members, each member purchasing his share outright and remov- 
ing it from the society's custody at once on its receipt by the 
society. In such an operation, the society does not attempt to 
store the articles nor to sell retail, and does not even accept the 
risk of loss, acting merely as the agent for its members. It, 
moreover, demands payment in cash or else grants a loan to the 
member for the purchase and secures the loan in the same way 
as any other loan. For some years past, improved seed has been 
purchased on a system of this kind by the village credit societies 
in the Central Provinces, and attempts have been made for some 
time to popularise co-operative purchase on these lines by Co- 
operative Credit Societies in Madras. 

The most attractive points about this kind of trade are its 
complete safety as far as the society is concerned, and the enor- 
mous capacity for its expansion. Be it noted that trade of this 
kind possesses the essential advantages of co-operative purchase 
— namely, that by joint purchase the member secures good 
quality, cheap prices, and full measure. Yet the operation is so 
simple that it can be done with safety by any intelligent village 
panchayat. There is no risk of wastage or theft or fall of price 
or of having things left on the hands of the society unsold. 
Nor is there any elaborate account-keeping. In fact, the worst 

I This paper has been published in the Bombay Co-operative Quarterly, 
December, 1919. It was read by Dr. Gilbert Slater in Mr. Hemingway's unavoidable 
absenoeStr 
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pit-falls of a co-operative shop are eliminated. Indeed, when the 
distribution has been made, the society has completed the trans- 
action as far as the trade is concerned, and is merely left with 
the duty of collecting at the proper time a certain number of 
short term loans given for these purchases — an ordinary credit 
operation with which it is perfectly familiar. The disadvantage 
of the system is that it is not so convenient to a member to have 
to estimate his requirements for several weeks or months ahead, 
to pay for them in advance, and to store them in his home ; and 
that a co-operative shop is actually a much greater convenience. 
The answer seems to be that half a loaf is better than no bread. 

Secondly, it is obvious that if you can use existing credit 
societies for this trade, you are at once provided with a vast 
clientele, scattered all over the province, consisting of men trained 
already in joint action and mutual service, through whom the 
trade can be rapidly expanded. Indeed, it is likely that the ex- 
pansion of co-operative trade in Indian villages will be many 
times more rapid if the ordinary credit societies are utilized for 
the purpose than if reliance is exclusively placed on other 
channels. 

The method followed in Madras in doing this trade has been 
based on a system of indents. When a co-operative purchase of 
any commodity is contemplated in a village, it is the business 
of the panchayat to obtain from each member an indent as to 
how much he wants and an understanding or an undertaking 
that he will take over from the society on its arrival the quantity 
indented for by him and pay for it, either in cash or by taking 
a loan from the society for the purpose. Payment or the issue 
of loans can, of course, be concluded in advance, if tliought 
necessary. The amount is then oj*dered wholesale ; and [)ayment 
is made by arrangement with the central l ank ; and the supply 
when received is distributed immediately on arrival. These 
operations are often facilitated by several societies combining 
their indents so secured for a larger joint purchase. This is 
sometimes done by an informal arrangement with the local 
supervising union to which the societies belong. More often, the 
societies in a given area combine permanently in a trading union, 
in which they take shares, and to which they look to do this 
business. These trading unions have a substantial paid-up 
share capital contributed by the societic's alone, or by a joint 
membership of societies and individuals. Sonu^times, they are 
constituted out of ordinary urban co-operative stores, which are 
prepared to admit credit societies as members and to do an 
agency business for them. It is the duty of these trading unions 
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to get periodical indents from their affiliated societies and buy 
their requirements in a large joint purchase. They can afford an 
establishment and are naturally able to command the services of 
men more experienced in business than those available in a 
village panchayat, and the work is actually more efficiently done 
by such unions than by the unaided credit society. 

The co-operative year 1918-19 saw a considerable develop- 
ment of this kind of business in the Madras Presidency. It was, 
especially stimulated by the high prices of domestic requircnients, 
in spite of the difficulties in transport and supply. Some 200 
village societies did a trade of about three lakhs of rupees, and 
the estimated profit derived by the jnembers was nearly 
Us. (50,000 or 20 per cent. The chief articles dealt in were rice, 
salt, seed, manure, and kerosene oil. The trade continues and is 
rapidly increasing. The possibilities of its expansion may be 
roughly estimated by the following calculation. In the village 
societies in the Madras Presidency, there are over. 1,70,000 
members, and it is not an extravagant estimate to suppose that, 
on the average, eacli member purchases, from outside the village, 
articles capable of being purchased co-operatively worth Es. 200 
a year. If each member obtained these requirements by 
co-operative purchase, and if the business was done so as to 
secure a saving of no more than 10 per cent (not an extravagant 
figure) the sum taken from the pockets of unnecessary middle- 
men and placed into the pockets of the village co-operator would 
amount to no less than Es. 34 lakhs per annum. There would 
seem to be no great inherent difficulty in securing a substantial 
measure of this result within a not very distant future. And 
if we imagin(,* all the credit societies grouped under a network of 
trading unions, and th(‘. laitcM* grouped under one. or more whole- 
sale trading societies, a lupidly increasing efficiency might well 
be expected. 



The Triplicane Urban Co-operative 
Society 

By T. K. Hanttmanta Bau, Lbctubbii in Chemisiry 
Government College, Kumbakonam 

Mr. President, Members of the Indian Economic Association, 
and Gentlemen, 

By the kindness of Dr. Gilbert Slater 1 appear in this place 
to lay before you what I considcir to bo tlie salient features of the 
‘ Purchase and Sale ’ side of Co-operation from the point of view 
of the ‘ Triplicane Stores ’ with which 1 had the pi ivilege of 
being associated in the early days of its struggle for a place in 
the Co-operative movement, a place w hich it was no easy matter 
to secure ; because the Act X of 1904 had no reference to Dis- 
tributing Co-operative Societies which aimed at tlie amelioration 
of the condition of the ‘ workers in urban ’ areas by inculcating 
principles ol self-help, moral help, honesty and equity in business, 
in the same manner as the Co-operative Credit Societies focussed 
their bcneficient influences on the rural agricultural workers. 
The Registrar of Co-operative Societies, cf)uld not at first find his 
way to register our ‘ store ' which always insisted (»n ‘ Cash doion ’ 
in its business transactions, under an Act meant for the creation 
and development of Co-operative Credit Societies. To some of us 
who had received our inspiration from the 13ritish form of Co- 
operation, it was a great surprise to bii told that a Co-operative 
store could not he rc'gistercd under a C(' -operative Act. It may 
be mentioned here that among the preliminaries towards the 
formation of the Triplicane Store were two lectures under the 
auspices of the 'rriplicano Literary Society, one on ‘ History of 
Rochdale Pioneers ’ by myself and another on ' some aspects of 
Co-operation ’ by my friend Mr. S. Venkataramanier. Thus our 
Store was to be the now so well-known — ‘ Rochdale type \ 
We had learnt that many prosperous British Co-operative Distri- 
buting Societies owed their origin to the reading of the story of 
‘ Rochdale Pioneers * by some enthusiastic co-operator to an 
audience of his fellowworkers. Our Triplicane Store was also 
the outcome of the interest created in us by the soul-stirring 
narrative of the poor flannel weaversjof Rochdale by Mr. G. J. 
Holyoake. 

19 
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2. Commencement of the Store and its early struggles. 

We commenced busineBs, as an experiment on April 4, 
1904, with a membership of fourteen and share capital of Ks. 310 
with the hope created in us by the Pioneers’ Story that ' Like a 
good chronometer co-operation is unaffected by change of climate 
and goes well in every land\ The first few months of our 
activity wore discouraging in the extreme owing to a combina- 
tion of causes among which may be mentioned our smallness of 
capital, want of experience in purchasing, ignorance of the mem- 
bers and their indifference to their own best interests ; and the 
only recognition that the management received at the hands of 
the generality of the members was in the form of pungent adverse 
criticism on the bad quality and high prices of our commodities. 
In spite of these difficulties ‘ we knew that co-operation had come 
to stay with us ; we saw before our vision a slow but steady pro- 
gress, and felt that the movement had gone on far enough to be 
no longer the concern of an interested few, but the property of 
the public.* 

3. Registration of the Society and slow but steady progress. 

We then made bold to approach the Registrar of Co-operative 

Societies with a view to obtain Registration under the Act of 
1904 : and it was easy now to convince the sympathetic Regis- 
trar of the genuineness of our co-operative spirit; and our 
society was registered on Septe^mber 20, 1905, under the special 
authority of Governmcmt according to section 29 of the above 
Act, and with the altered designation of ‘the Triplicane Urban 
Co-operative Society ’ which however did not succeed in replac- 
ing the old name of ‘ the Triplicane Store ’ in daily use. The 
one condition that was tacked on to our Registration was that 
we should add a ‘ credit branch ' lo the * store ’. The slow but 
steady progress in the business of o»n* society is seen from the 
statement at the end of this paper. 

4. This measfiirc of success is due to our closely followifig the 
Rochdale model. 

This measure of success, small though it may be, compared with 
the normal progress made by a British Co-operative Store, was 
due mainly to our closely following the Rochdale model in every 
detail of its work. Some of the principal features are 

(а) Sales for cash only : Purchases also for ready money. 

(б) Sale not at the cost price, but at the customary retail 
price, thus bringing a ‘ profit' 

(e) The distribution of a large share of the profits among 
members, not according to the capital held by each member, for 
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which a small fixed interest is paid, but according to the pur- 
chases made by each member. 

((Q The use of a certain portion of the profits for social 
and educational purposes. 

These are the four pillars on which our structure is support- 
ed. The fall of any one of these will weaken our structure and 
finally reduce it to a ' mere, shop' 

As a means of developing the social and educational side of 
our co-operative work, reading rooms were starttid, co-operative 
tracts, journals and books were purchased for use by the members 
and last but not least, an annual celebration of the Co-operators' 
Day was instituted from 1^108, when a social gathering is held of 
all the members, and papers read by people who are interested in 
the spread of the movement, on matters of general interest -to 
co-operators. A perusal of the sevt^ral annual ‘ proceedings of 
the co-operators* day ' which are all published, will give a fair 
idea of the humble efforts of the Triplicane co-operators to do 
propagandist and educational work. To these meetings, mofussil 
co-operators were invited, wlio not only readily responded to the 
invitation, but actually contributed to the success of those pro- 
ceedings by reading valuable papers at the meetings. 

5. Spread of Distributive Co-operation outside Triplicane, 

The institution of the Co-operators’ Day celebrations gave 
the society a greater publicity through newspapers than before, 
and public attention was focussed on the affairs of the society and 
the manner in which it was carrying on in its own humble way 
the great aims of the co-operative movement. Many visitors 
from the mofussil came in search of the society thirsting to know 
the mysterious causes what it had so far achieved. Some of 
these * tourists * after going round the * store * on inspection have 
returned home disappointed at finding no visible proof of any- 
thing to distinguish it from a common bazaar ; and yet others 
with a desire to make a more searching inspection, have called 
for copies of By-Laws, half-yearly Eeports, the various printed 
forms, those inevitable accessories to every kind of business. 
Gould one find in thes(t anything which would reveal to an 
enquiring visitor, ttie aims, the causes and conditions of success of 
the society, and the extent to which it had achieved them? Many 
among such visitors have returned home and started some distri- 
buting co-operative societies and got themselves registered under 
the- co-operative Act. But very few of them have a pleasant 
tale to tell. The Begistrar of co-operative societies referring to 
societies has in one of the r^nt reports observed ;— ' The 
history of disirUmfive co^eraiion m this T^esHency, v>ith the 
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sijigle brilliant exception of the Triplicane Store, has been such 
that its results far from encouraging, tend actually to discowrage 
and prevent the rapid spread of distributive and i)roductive work 

whatever may he the cause of causes of failure and howso- 
ever one may estimate the ill success of such good societies as those 
of Coimbatore and Madura, it must be admitted that the “ storeff ’ 
arc the weak point of co-operation in this Presidency. ^ The 
leading article ot‘ the Madras Mail of February 19, 191-2, con- 
cludes thus : — 

‘ While the management of the societies for Jinancing agri- 
culturists has been successful on the whole, in the case of productive 
and distributive societies, it has almost been a failure. It is 
curious why in one case unpaid and voluntary management should 
produce such good results and tn another it should fail so utterly.* 

Thus officials and non-officials have proclaimed that distri 
butive and productive societies are failures. My observa- 
tion of the few societies that I have visited goes to show 
that the cause of the ill-success of many distributive societies 
is in the want of a definite social and moral aim or ideal ; they 
may be said to be mere shops aiming only at * money profit ' 
made by ' buying cheap and selling dear.* They say that their 
object is to sell to their members pure articles at a cheap rate. 
The Pioneers of co-operation never aimed at that ; their aim in 
shop-keeping was to create capital for those who had none ; why 
should they create capital ? To ca7ry on production. Why should 
they carry on production? To create employment for the un- 
employed, i.e., the aim of distributive C(j-opcration is to bring 
about a democratic system of Industry with the capital created 
by the thrift taught by the store. Thus self- trading was a 
stepping stone to sell-employ meut to each worker, i.c., independ- 
ence and competence, so deplorably lacking to the average 
worker in the present competitive capitalistic regime. 

6. Distributive Co-operation Leads to Co-operative Pro- 
duction. 

To any one familiar with the story of the Kochdale Pioneers 
it must be amusing to read that a class of persons who in 1844 
had had to scrape and borrow in order to raise a few pounds, by 
1875 were seriously troubled <o know how to employ their accu- 
mulations of capital. The dividend and tlie practice by which 
members allowed it to remain in the society as in a Savings 
Bank taught the co-operators of Great Britain the value of 
thrift and gave them the means of building up the large co-oper- 
ative Industrial system as it exists to-day. 



In Triplicane, on a small scale, as far as a solitary society in 
its present environment can accomplish it, it has created its own 
capital, the share capital, the ccmmon (jood fund, the Beserve 
Fund, all of which put together is more than enough for its trade 
purposes, and hence its spare capital has been lent out to several 
co-operative Central Banks for the benefit of rural societies wlio 
in iurn lend to the individual mem bers of the rural society for 
productive purposes. Hero we see the faint beginnings between 
Urban Distributive co-operation and Kural or Agricultural co-ope- 
ration. May we not hop(‘ that at no distant date organizations 
will arise in our midst of a co-operative character which will 
effect that relation betw^een the rural producer and the urban 
consumer will ultimately put an end to that- of middlemen 
who stand between us and those who produce our necessaries 
each levying his own toll at his sweet will and pleasure. Such 
institutions are the 'wholesale societies' which ought to he 
for Hied for largo areas to absorb the surplus capital of big stores, 
and undertake tlie work of wholesale purchase and then pro- 
duction first on a small scale, and finally on a large scale. But 
before a wholesale society can be thought of there must be a 
large number of real co-operative distributive societies with the 
lofty aims of the rioneers, doing trade, creating capital, federat- 
ing into wholesales and thus [laving the way for the new co-opera- 
tive Industrial system to supplant the old capitalistic and com- 
petitive system of Industry which modern economics and ethics 
have condemned as outrageous to a large section of humanity. 

7. fVhat do we want to democratise Industnj ? 

The Government lias exacied a new’ Act (Act 11 of 11)1:2) 
enabling Distributive societies to be formed, and also to form 
combinations among themselves for accomplishing wbat the> 
cannot accomplish singly. 

We have in this Presidency as Begistrar, a gentleman whose 
zeal for Distributive co-operation has made itself manifest in his 
articles to the Press, in his lectures to the public and his 
circulars to the several societies whose keeping he has in hk 
hands. There is a Provincial co-operative union, and a Bulletin 
of co-operation at its service. Cannot ail these forces combine 
to bring about in our country the growth and development of a 
large number of big distributive societies taking under their 
wings the smaller rural societies also, which will lead to that 
desirable goal of Commerce and Industry on a Co-operative or 
Democratic basis ? 
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8, The part to be played by the-Triplictme Store. ’ 

The Triplicaae Store, as the Pioneer Store in South India, 
is in a position to lead in bringing about the spread of co-opera- 
tion all over the Presidency. It can pioneer the wholesale 
movement, it can bring about conferences of similar societies to 
secure a unity of aim and purpose. The times are ripe for a 
Jarge change, men's minds are prepared to accept large changes 
in the existing state of affairs. 

9. The Hour is come but not the mau. The Leader. 

‘ We may have any number of guide books on co-operation, 
we may have free and unlimited lectures, pamphlets, bulletins, 
etc., describing the advantages of co-operation and yet if one 
thing is lacking, we can do nothing. That one thing is Leader- 
ship. Knowledge, Faith and f readership, this is the trinity of 
essentials in co-operation.* 

May T not urge, in conclusion, every one of my hearers 
to set out to make himself a leader in rebuilding his neighlmr- 
hood, finding for himself the inner joy and happiness that comes 
only through service to one's fellows and some ideal ? 

‘ Oh it is great, and there is no other greatness, to make 
some nook of God’s creation more fruitful, better, more worthy 
of God *. ... To the man who has an ideal of a richer and 
fuller life for his community, and who unselfishly sets to work 
to bring about this ideal, the glorious reward is usually seen 
with the material eye long before ag(i has dimmed his vision. 
But to the triumphant spirit of every man who seeks to hasten 
the ‘ Good day comimj \ it is enough if only with the eye of 
faith ‘he shall see the travail of his soul and shall be satisfied ’ 
and dying, 

‘ Join the choir invisible 
Of those immortal dead who live again 
In minds made Ixd.ter by their presence . . . 
Whose music is the gladness of the world.' 

To such tasks and to such spiritual adventures are the 
leaders of young India called. In fact the bye products of 
co-operation, comradeship, fellowship, these are much more im- 
portant than even the striking material rewards. For as a 
matter of fact, important as are the dividends in cash, the divi- 
dends in brotherhood are greater. 
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The True Sphere of Central BanKs 


By PrioF. J. C. Coyajke, Presidency College, Calcutta 

A controversy of absorbing interest to Indian oo-operators 
has been going on for some time on the topic of the tnuj sphere of 
Central hanks. Mr. Ewbank opened the debate by drawing 
attention to the fact that ‘during the last few years there has 
been a distinct tendency in several Indian provinces to make the 
District Central Bank the pivot of co-operative administration ‘ 
Mr. Darling, writing in the pages of the Bombay Co-operative 
Quarterly a little later, (;nimciated the problem thus ; — * At the 
outset, primary societies necessarily depended on the Central 
Bank for money but not for control ; that remained in olHcial 
hands. But now that official control is being slowly relaxed, it is 
commonly assumed that the Central Bank will take its place.’ 
Meanwhile that great co-operative classic — Mr. Woltf — had laid 
down the dictum that ‘ the Central Bank is, when all has been 
put shipshape, to serve, not be tutor to, the local banks.’ Later 
still he has argued in the Bengal Co-operative Journal that 
• even Central Banks should stick to their credit business only.' 
On the other hand, Mr. Kelkar has stepped forward to champion 
the new departure and has obligijd the public by putting forward 
all that can be said in its favour. His is a double-barrelled 
argument : on the one hand, he urges, that this sphere of Central 
Banks should be extended beyond finance, because the individual 
shareholder of those banks is giving place to primary societiiss ; 
on the other hand, he argues that control is being ex(‘.rcised by 
the directors of the Ceniral Banks only as agents of the Federa- 
tion. The controversy has very properly drawn a grriat deal of 
attention because, although it relates in the first place only to 
the functions of Central Banks, yet the question of the organiza- 
tion of our co-operative system in its entin3ty lies in the back- 
ground ; and still further back looms the problem of the agdncy 
which is to work our whole co-operative organization. 

One of the main points under discussion is whether in the 
provinces concerned ‘ the Central Bank has become the pivot of 
the co-operative system.’ In order to decide this matter we must 
compare the system prevailing in those provinces with ^ the 
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co-operativo system obsorvod elsewhere and tlie relative position 
occupied by the Central Banks in each. The comparison un- 
doubtedly shows that in the provinces in question the Central 
Bank has been given an exceptionally dominant position. To take 
example, in the Imperial Federation in Germany, the member- 
ship is open to all unions of agricultural societies and their 
Centr^bl organizations. The general Committee of that Federa- 
tion is composed of the Director-General, the managers of the 
Unions ‘and of six representatives of the co-operative banks. 
Similarly in the case of the General Federation of Germany the 
Committee is composed of certain officials, managers of Unions 
and of the Directors of the Central Agricultural Bank. What 
should Ix) particularly noted here is that in the case of both 
great German Federations the members represeMing the Unions 
and the Banks meet on an equal footing in the Council of the 
Federation. Now this is far from being the case in the co-ope- 
rative organization of the Central Provinces ; for there the Fede- 
ration Congrciss consists of one delegate from each Central IBank 
and the unions are not directly represented in the Congress at 
all. This shows that in the Central Provinces the Banks do 
occupy a predominantly important position with reference to the 
unions. 

Carrying our comparison further, let us discuss the functions 
of the Central Banks in the Central Provinces and in Germany. 
In Gcu’inany supervision, inspection, advice, and propaganda are 
functions of the union. The sole function of the Central Bank 
is that it carries on banking and credit business, more particu- 
larly as a means of equalizing temporary shoi tm'ss or oversupply 
of cash in the primary societies. The only other function ever 
possessed by the Central Hanks in Germany was in the matter 
of joint sah' and pui cliasi* which has been transferred latterly to 
district organisations. On the other hand, as regards the Cen- 
tral Provinci^s, Mr. Crosthwaito informs us that ‘ a Co-operative 
Central Bank is not meiady a link in the financial chain which 
connects tin* primary society with the open money market hut 
it is an institution intended to spread and foster co-operative 
knowledge and practice. At the outset of its career, as we have 
already noted, co-operative control is not a feature of the 
working of a Central Hank.’ But after primary societies have 
become shareholders in them ‘ the Central Banks must look 
upon inspection, supervision and guidance of the primary socie- 
ties under them as duties which are indispensable to efficiency 
and safety.’ These dicta are to be found at pages 307 and 312 
of Mr. CroBthwaite’s <work on ‘ Co-operative Studies ’ and show 
20 
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that i& the new system projected in India far more fonctionfl 
are being assigned to Central Banks than has been the practice 
on the Continent. 

We shall arrive at the same result if we contrast the system 
proposed with that prevailing elsewhere in India. In Bombay 
the ° functions of training and supervision are entrusted to 
guaranteeing unions which have the power to enforce Jheir 
orders by the stoppage of credit to refractory societies. In 
Madras, as in the Central Provinces, primary societies are being 
admitted as shareholders of Central Banks and society delegates 
are being elected to the Boards of Directors. Yet it does not 
seem to follow as Mr. Kelkar observes that ‘ it becomes impossible 
and undesirable to dissociate the members of the Central Bank 
from controlling and regulating the piimary societies.' Far 
from insisting on such association, the Central Banks in Madras 
are according to the last co-operative report ‘consenting to 
relinquish the exercise of their control over their affiliated socie- 
ties and to leave the work of supervision very largely to local 
unions.' The report adds that these local unions are doing very 
good work as a means of supervision. The compatisons institu- 
ted above leave no doubt that in some provinces of India an 
exceptionally dominant position has been secured for Central 
Banks which goes far to make them the pivots of the local 
co-operative systems. 

The more one looks into the new system the more comple- 
tely does one find that all power is in Central Banks. Apart from 
every individual member being requested to take shares in 
Central Banks, and every society to deposit their reserve funds 
in Central Banks, one finds that every society belonging to a 
Guaranteeing Union affiliated to a Central Bank is prohibited 
from accepting any deposits at all from non-rnembers and is 
compelled* to borrow all its capital from the Central Bank. No 
system can possibly be devised which would be so efficacious in 
strengthening the powers of the Central Bank and in depriving 
primary societies of all initiative. 

There has been a good deal of discussion on the question 
of fact whether in the provinces in question the Central Banks 
do exercise control over the primary societies. But there is not 
much room for doubt as regards that matter if we consult the 
most authoritative exposition of the new system — Mr. Cros- 
thwaite’s admirable ‘ Co-operative Studies.’ We have already 
quoted from it ^he proposition that ' Central Banks must look 
upon inspection, supervision and guidance of the primary 
societies under them as duties which are indispensable to 



eMciency and safety.* Further at page 308 we read that ‘ the 
area assigned to the Bank should not be too large ; for it would 
tend towards looseness of supervision and of 'control.* In 
these places the existence of controlling powers in the Central 
Banks is asserted in the most explicit terms. 

On the other hand, as regards this point, Mr. Kelkar’s 
reasoning, though able,* is open to a suspicion of inconsistency. 
He observes in one. place that when Central Banks are owned 
by primary societies ‘ it b(icomes impossible and undesirable to 
dissociate members of the Central Bank from controlling and 
regulating the primary societies, for those members are merely 
representatives of the societies and their control is not an outside 
control' This proposition implies that since the Central Banks 
are owned by the primary societies themselves it is quite 
legitimate to add to the financial function of the Central Banks 
the work of controlling the societies. But in another place Mr. 
Kelkar tells us that ‘ the local control of this (Auditing) Staff is 
entrusted frequently, though not necessarily to the Honorary 
Secretary of the Central Bank, and this appears to have given 
rise to the idea that the whole control of primary societies is 
centred in the Bank. But it should be remembered that the 
control of this staff is entrusted by the Governor of the Federa- 
tion to the Honorary Secretary of the Bank as the agent and 
local representative of the Federation. It is not essential that it 
should be so entrusted. ’ It should be noted that in the first 
dictum the function of control exercised by the Bank is justified 
by the circumstance that the Bank is owned by the societies 
themselves ; in the second dictum, the control is said to be not 
in the Bank at all, but in the Governor of the Federation who 
might delegate it to any one whom he considered suitable for the 
work. In any case, it is admitted that habitually the control is 
entrusted to and exercised by the Honorary Secretary of the 
Central Bank. 

We might now pass to the allied question, whether the Cen- 
tral Banks should exercise such control over the primary societies. 
There are plentiful reasons for the view that control should not 
be a function of these Banks except under certain temporary 
circumstances which we shall notice later. In the first place, the 
control of the Central Banks is not the control of the agriculturists, 
but that of the expert officials or managers of the banks who 
must be financiers first and co-operators afterwards. A Central 
Bank — ^however constituted — ^is a large financial machine which is 
worked and managed not by the numerous representatives of the 
constituent societies but by a few financial experts. Again the 
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* individual * shareholders and the bank officers arc townsmen 
with far more ediicatioS and skill than their confreres from the 
country. In.dealing with such members of the Central Bank the 
rural representative is at a gi’eat disadvantage since there 
is a great gulf fixed between the representatives of the town and 
the country. On this point it might he permissible to quote a 
couple ofj sentences from the excellent article of Mr. Darlings He 
observes that with the acquisition of shares in Central Banks, 

‘ the ryot's voice hitlierto dumb, begins at last to be heard, but 
not often at a meeting of the Central Jhink, for there the town 
prevails and the town’s ways, however good, ai'e not the ryots’ 
w^ays ; nor, in the town, can he speak his mind freely about the 
official who is mostly a product of the town He observes fur- 
ther that it is not possililo for a Central Bank to exercise proper 
control over primary societies. ‘ Tls area, embracing a whole 
Tahsil or District, is too wide and its clients too scattered for 
close mutual knowledge, while its control is too urban for that 
feeling of proprietorship which societies have in their union 
Mr. Darling is not alone in holding this opinion and there are 
a great many co-operators who doubt the possibility of a suffi- 
ciently intimate contact between the directorate of a Central Bank 
and. the rural population, as also the likelihood of the represent- 
atives of the constituent societies directing and watching the 
administration of the Central Bank. On these grounds proposals 
have been brought forward to restrict the area of operation of the 
Central Banks and to introduce Taluka Banks of which the area 
of operation should be much smaller than that of the District 
Central Banks. 

But, further, one might ask wliat is to he gained by combin- 
ing different functions requiring veiy different capacities in a 
single organ? The proper working of a hank requires great 
financial skill, capacity for handling large scale operations and 
expert knowledge of the money market. The work of control 
requires very different qualifications — among others, an accurate 
knowledge of the affairs, conditions and susceptibilities of the 
agricultural people in a limited area. Any enforced union of 
such diverse functions in a single authority would lead to 
inefficiency. 

Mr. Kelkar has argued that in his own province it is the 
Federation which exercises the control by delegating its powers 
to the Honorary Secretary of the Central Bank. He says, indeed 
later that powf^»’ might as well be delegated to llie chairman of 
unions and will be so delegated if abuses appear as the result of 
the present procedure. But why should the Federation exercise 



151 


such control at all through an official who has already more 
than enough to do to carry out his proper banking business ? and 
why should the power be delegated to the chief official of an 
institution of which the business should bo confined to finance ? 
Instead of entrusting the control habitually to the Secretaries of 
Central Banks and only in exceptional cases to the Chairman of 
the^ unions, the proper procedure should be the other way about. 

lieasoning from analogy is often dangerous, and neither poli- 
tical nor philosophical analogies should be allowed to induce us 
to deflect co-operation from its right course. This is the day of 
representative institutions and the co-operative system in the 
Central Provinces has been admired on the ground that under it 
the societies are controlled by persons responsible to them and 
deriving their powers from representative institutions. But 
there IS no necessary connection between the attainment of the 
representative ideal in co-operation and the aggrandisement of the 
(Central Banks. The ideal of representatives Government in the 
co-operative held can host be attained by a representation of 
unions and Central Banks on an equal footing in the Council of tlie 
Federation. The educative influence of representative institutions 
can be fully secured in this way, as is proved by the successful 
working of the system on the Continent. 

Mr. Kclkai* relies on an organic conception of the co-operative 
body to justify the relations that prevail in the Central Province 
between Central Banks and Societies. He quotes the view that 
‘ Tf the foot shall say. Because I am not the hand 
‘ [ am not of the hody ; is he therefore not of the body? ’ 
But it is just at this [)oint that his powxn’ful advocacy appears 
to be not at its best. According to all biological analogies, as an 
organism develops it should develop specialized organs for each of 
its functions. On that principle the co-operative body should 
have one set of organs — the unions for control, and another set of 
organs — Central and Provincial Bank — for financial work. Any 
scheme which combines diverse functions in one organ must be 
of the nature of a temporary makeshift and implies a rudimentary 
stage in the growth of the organism. In practice the organic 
conception of provincial co-operation, might lead to grave 
anomalies unless one is very careful. The habit of looking at the 
organization in its entirety might be developed to such an extent 
that the individual parts come to be neglected. Thus, in the 
province which has led the way in the introduction of the new 
system, we find that while immense labour has been lavished 
on strengthening the upper portions of the edifice the material 
of the foundations is not proportionately strong. The average 
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membership of the primary socidties is only sixteen and far itoo 
great a proportion of the resources of the societies is: locked up 
in shares of central banks and in reserve funds placed with these 
same banks for outside investment. Mr. Ewbank has warned 
co-operators against making a fetish of the general credit of the 
system as a whole, and results show that he was perfectly right. 
In the province concerned vast fluid resources have been accumu- 
lated at the top ; while the standard of 33 per cent recommend- 
ed by the Maclagan Committee for fluid resources was itself 
criticized as impracticably high, that particular province has 
raised its flui resources to the unheard-of proportion of 68 per 
cent. This locking up of such great resources necessitated greater 
efforts to obtain capital for the ordinary needs for the societies; 
consequently the rate of interest on deposits was raised, and as a 
further result the rate of interest for members of societies newly 
registered had to be fixed at 15 per cent. The corollary of this 
rise of interest was the discouragement of the formation of new 
societies. As a result of the policy of draining away the resources 
of primary societies for the purchase of shares of Central Banks, 
the deposits of members have shown a considerable decline. 
The deposits of non-members have declined at a still greater 
rate. On the other hand, the societies have become dependent 
for their finance to a much larger extent on the Provincial and 
Central Banks. The organic theory of co-operation has evidently 
not conduced to the financial or general strength of the primary 
societies. 

The critic of the new system cannot however deny the exis- 
tence of reasons which have in various provinces of India made it 
necessary to entrust powers of control to Central Banks as a tejn- 
porary measure. In those places where primary societies are 
educationally very backward they cannot be entrusted with the 
freedom which they can legitimately enjoy in more fortunate pro- 
vinces. For example, most agriculturists in the Central Pro- 
vincep are so fearfully backward and poor that it is doubtful if any 
practical alternative to the Central Bank system is yet in sight 
there. Another tendency which favouj’s the assumption of func- 
tions of control by Central Banks is the small size of our primary 
societies. As Mr. Wolff says, ‘ there seems a rather dangerous 
tendency in India to overdo the smallne.ss of societies. It is that 
overdoing, which among other effects, concentrates business in the 
hands of Central Banks and makes these the “ pivot — that is a 
mistake ’. It must also be admitted that guaranteeing unions 
have not yet been accliTnatized in all parts of India ; and in those 
provinces where they are not yet in existence we must needs en- 
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trust the Central Banks with some measure of the function of 
control over the primaries. There was undoubtedly a period of 
transition before Indian co-operation had been equipped with 
the full equipment of propaganda, supervision and control, viz,, 
the Co-operative Organization Societies, Central Institutes and 
Guaranteeing Unions, when Central Banks had to be furnished 
with more than their normal powers. Mr. Wolff himself wisely 
acknowledged that this was for the time being the best course. 
He observes in an article in the Bengal, Behar and Orissa Co- 
operative Journal : You have in India tried control by Central 

Banks. And under the circumstances that is/or ifee 

probably the most advisable solution of the problem.’ But he 
emphatically says that tlie Central Banks are only temporarily 
to be endowed with this additional fu?iction of control. ‘ The 
Central Bank is, wlieti all has been got shijo-shape, to serve, not to 
be tutor to, the local Banks No blame need be attached to 
those who during such a period of transition sought or seek to 
enlarge the powers of the Central Banks. But objection must be 
taken when the temporary situation is attempted to be crystallized 
as an ideal one for all time to come. 

The chief reason why organization on the new lines has 
become so popular is the great and immediate scope which by its 
means can be afforded to non-official agency in co-operation. 
Through Central Banks the non-official element has been able, in 
the first place, to take up the work of co-operative finance. 
Further, as this element is strong on the directorates of these 
banks, the dominant position now given to these banks as regards 
control can be utilized to gather in non-official hands the control- 
ling function as well. It is undoubtedly true that this result can 
be attained by means of the new form of organization ; but a big 
price has to be paid for thus proceeding by a short cut — the weak- 
ness of primary societies and the dangerous accumulation of the 
functions of finance and control at a premature stage. No one 
can or does want to delay by a single day the time when non- 
official agencies will take up both the control and the finance of 
the co-operative movement. But that can be best achieved, as 
on the continent, where non-official representatives of unions, 
central banks and other co-operative organizations meet on a 
footing of equality in the chief co-operative council. Is it worth- 
while to distort the organization of our system in order to transfer 
the control to non-official hands a little earlier? Co-operation 
moves forward by means of its two organs of finance and control ; 
and in order that the progress may be sure and rapid, both 
legs should be strong and sound. If one leg receives an undue 
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development and the other is atrophied the movement of co- 
operation will be of a limping character. We have all heard 
of a ‘ limping standard ’ in monetary matters ; but a limping 
standard in co-operation is not a consummation to be desired. 



The True Sphere of Central Co-operative 

BanKs 

Bsr PiioF. P. C. Ba^u, St. Columbus Collkob, Hazaribaoh 

In the Agricultural Journal of July \m1H Mr. Ewbank, 
Registrar, C. S. J3ouibay, published a very interesting article on 
the True Sphere of Central Co-operative Banks, m which he 
wanted to sJiow two things (i) tlie dangler of undue interference 
with primary societies by Central J^anks (ii) the advisability of 
divorcing the non-banking functions (J a Central Co-ope]*ative 
Bank from its banking functi«ms proper. He wanted to point 
out that it would be better if the non-banking functions were 
undertaken by a body which could devote its undivided attention 
to them. What lie wanted was a division of functions — a divi- 
sion of labour. The gist of the argument of Mr. Ewbank appears 
to me very reasonable and sound. Unfortunately the strong 
language us(?d by him and his sweeping remarks have given rise 
to a hot discussion on the subject. Vigorous rt'plies have been 
made by Mr. N. K. Kelkar — the energetic* governor of the Co-ope- 
rative Federation, C. P. and Berar, and by Mr. ('Jollins, the late 
Registrar, (’. S. Bihar and Orissa, who popularized Co-operative 
movement in Bihar by his sincere zeal and genuine* sympathy. 

The recent controversy among experts in co-operation makes 
me not a little embarrassed for taking up this contentious 
subject. It is only tlie interest in the subject that induces me 
to come forward. I have no pretension that I shall be able to 
throw any new light on the subject, nor do I take my stand as a 
controversialist to take one side or tlie other. As a student of 
Economics, I want to discuss the subject from a general rather 
than from a local standpoint. 

I confess, I find it extremely difi&ciilt to point out in one 
word what should be the true sphere of Central Co-operative 
banks. It cannot be discussed in the abstract. Sweeping 
generalizations are not only fallacious but they may be danger- 
ous. 

The true Sphere of a Central Co-operative Bank depends not 
only on the constitution of the bank, so rightly pointed out by 
Mr. Kelkar (Agricultural Journal, January, 1919), but it depends 
21 
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to a gre^tt extent on loeal environments. What may be the true 
sphere of a Central Bank in Germany, may not properly be the 
true sphere of it in Endia. The nature of the activities of a Central 
Co-operative Rank will vai-y according to the nature of the people 
concerned, their state of education, level of intelligence; and 
even material conditions should be taken into consideration. The 
stage of Co-operative movement may also bo an important factor 
to be duly considei ed. ^7 

Before proceeding to d the nature of the sphere of a 
Central Co-operative Bar "^ jt me point out the circumstances 
which gave rise to the r , j iity of such banks. In Europe, it 
was found out that niaiiy .o-operative Credit Societies had more? 
cash in their hands thar/ they could utilize for their own use, 
while a great many societies were suffering for want of funds. 
It was found out that if by some agency the surplus cash of the 
former banks could be utilized by the latter, the difficulty coiild 
be solved in a simple w^ay. This need of balancing made the 
growth of some central institutions inevitable, and the Central 
Co-operative Banks came into existence in Europe to serve as 
‘ the common cash box equalizing excess and want.* 

In India, the need of Central Co-operative Banks was felt 
not so much for balancing as for supplying capiial. When the 
Co-operative Credit Societies Act of 1904 was passed, the foruia- 
tion of Central Societies was not contemplated. It was believed 
that the capital of rural societies would be supplied by Urban 
banks. But soon the need of a spcjcial financing agency was felt. 
This need became very urgent, as th(j Co-operative Societies 
began to increase in number. Thv. I<^atehpur bank in U.P. and 
the Madras Central Url)an Bank, probably the first Central 
Co-operative banks in India, were started in the year 1905 appar- 
ently to finance societies. 

But to exercise the function of financing, the Central Banks 
have necessarily to undertake as tliey had to undertake in India, 
inspection, supervision and assessment of credit. A loan involves 
inspection. A money lender who is advancing money on tangible 
securities like gold ornaments, wants to test with the help of a 
touch-stone whether the gold of the ornaments is of good 
quality or not. Tie then assesses the credit of the borrower. In 
case of mortgage loans, the scrutiny of a lawyer is found essen- 
tial to know for certain that the land has got good titles and 
that the inortgn.g )r has right to the land. Even after careful 
examination, the creditor finds it necessary to charge a high 
rate of interest as a sort of insurance charge against possible 
iaWBuits. In these ca^'^es, the creditor has not to enquire whether 
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the debtor is a bad character or an extravagant oian, (the greater 
is the extravagance of the debtor — of course the better it is for 
the creditor). If minute inspection and scrutiny ju-e necessary 
in case of tangible securities, how much move necessary they 
must be for the Central (^o-operative Banks, when they finance 
Co-operative societies, the l)a8ic security of which is personal ; 
ch^jracter of the members of the Societies is the real factor in 
these transactions, while the loans are recoverable generally not 
in a month or two, but in several years? 

The need of supervision, inspection and assessment of 
societies’ credit by Central (Jo-operative Banks was fully recogni- 
zed by the Committee on Co-opiiration. In their report we find 
the following recomujendations : — 

* In assessing a Society’s Credit there are many factors 
which a Central Bank must not overlook. The data on which a 
primary Society fixes the maximum normal credit of each of its 
members and the reasonableness of the total borrowing power 
fixed by the Society for itself, should b(j carcd'ully l^xamined and 
tested by the union or if there is no union by the staff* of the Central 
Bank and these data should, after verification, serve as the basis 
of credit, permissible to the society. It is then for the bank to 
decide, after considering the needs of the society and the funds 
at its disposal at what figure to assess the actual credit of the 
society for the year. 

‘ In assessing the credit of a society, the degree to which the 
Society as a whole has developed its co-operative capacities, and 
the sense of mutual obligation among its members, is of the 
most valuable consideration.’ 

The view of Mr. Ewbank that the true sphere of Central 
Banks is * finance and not administration and control * cannot 
be accepted in all cases. Perhaps he has used the expression 
‘ Control ’ for domination ; for if it means any form of influence, 
then he is open to objection. Whatever may be the nature or 
the constitution of Central Co-operative Banks, financial control 
is inevitable and * control to be worth anything must be effec- 
tive.* Mr. Ewbank himself admits that in matters of finance, 
‘ centralization is not only unobjectionable but highly desirable.’ 

It is not too much to say that sometimes mere finance may 
be relatively unimportant and supervision is more urgent. This 
is specially the case when the people are habitually reckless in 
their expenditure or when they are very poor and there is an 
artificial limitation imposed by law, upon the transfer of their 
only property — ^land. I know the cases of many societies which 
li'ad to be closed not for want of finance, but for want of scrutiny 
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and supfervision which could only be elfected, if there had been 
a Central Co-operative Bank to watch their movement. In 
Chitarporo area of the Chotana»pur Division of Ihhar and Orissa, 
112 societies had to bo closed not for lack of funds, but simply 
because there was no central agency to scrutinize their action. 

Central Banks wore started in India at first to finance 
societies but it was soon found out that tlie opportunities of 
co-operation were) immense in many localities and still for 
paucity of trained co-opoiators the movement could not be 
started in those places and that if a Central C'o-operative Bank 
was started to und(?rtakc orjjanization and propaganda work, 
not actuated by a spirit of dividend-hunting, but simply to foster 
co-operative movement by being the chief instrument of spread- 
ing co-operative education, then the co-opera tive movement could 
advance satisfactorily. So in diffenmt parts of India, Central Co- 
operative Banks were started later on, with a few societies only 
under their jurisdiction to undertake (organization of societies and 
thereby further co-operative movement. 

In these cases the true sphere of a Central Co-operative 
Bank was not linance as such, but to become the nucleus of 
Co-operative movement. Here finance became the secondary 
function ; organization, propaganda and teaching became the 
primary functions. In backward tracts where mass education 
is very unsalisfactoj*y or where tbt^ people are intellectually low 
and are slaves t(j custom, the Oenti’al Co-operative Banks had 
necessarily to undertake these things. in more advanced 

localities, in the* early stage (jf co-operative movement, the 
primary societies are scarcely ript; for (;arrying (»ut their own 
transactkms satisfactorily ; so tlm Cential Uanks have neces- 
sarily to undertaise many things besides finance. In course ol 
time when the societies learn to stand on their own legs, the 
Central Banks may be relieved of some of these functions. But 
in the early stage they have to play the role of friends, philoso- 
phers and guides. One might call this spoon-feeding but 
‘ this artificial leading and feeding from above ’ will b(j necessary 
unless and until mass education spreads satisfactorily. 

The controversy has been very keen on the question of 
propaganda work. The solution of the (juesLion depends partly 
as has already been pointed put, on the nature of the people con- 
cerned and partly on the nature of the constitution of the 
Central Bank it: jlf. If the Central Co-operative Bank consists 
(if individuals only, then one inight take objection to its under- 
taking propaganda work because it may give rise* naturally to a 
suspicion that it. is anxious for the artificial creation of societies* 
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with a selfish motive ; but when a Central Co-operative Btok is 
fairly representative of societies and is not actuated by any 
sordid motive of getting dividend only, 1 see no objection to its 
undertaking propaganda work. Our motto should be expediency. 
Peculiar circumstances themselves should be sufficient justifica- 
tion. We need not go to Europe or Japan in search after prece- 
dents to justify our action, though everybody acquainted with the 
history of Co-operative movement in Europe, knows that the 
Central 'Co-operative Banks in some parts of Europe (e.g. Nether- 
lands) had to undertake; propaganda work with banking. Ex- 
perience shows that the result lias not been unsatisfactory. Every 
locality may have its own problem to solve. Uniformity is 
dangerous, l^ecause the Central Banks have undertaken a pai-ti- 
cular functir)n in Europe, it does not necessarily follow that it 
will be desirable for the Central Banks to undertake the very 
same function in India, without special regiird to Indian condi- 
tions. Mr. Wolff himself seems to be conscious of the peculiar 
conditions of India and in his Co-operative Banking we find the 
following remark. 

* In India they (Central Banks) arc rather intended as pro- 
pagandist seed plants placed in certain districts to scatter thoir 
seed abroad in order by such means to raise up a growth of 
village banks which latter become rather branches or agencies of 
the Central J3anks. (Circumstances in India are in various 
respects very peculiar, hut generally helpful to the organization 
of local banks. Accordingly in that country this new method 
may be found of advantage or even necessary. Elsewhere 
however it is to be beared tliat the advantages gained would be 
very dearly purchased by the sacrifice of that strictjocal control 
independence and self-containedness which are by all Co-opera- 
tive ]binks, held to be of the first importance and indispensable 
to successful existence.’ (Co-operative Banking. Henry W. 
Wolff, foot-note pages 188, 189). 

Mr. Collins has also shown illustrating with facts that there 
may be no objection if the propiiganda work is undertaken by 
Central Co-operative Banks. 

India has enormous potentialities in manufacture and 
agriculture, yet for want of organization and capital there has 
not been very substantial progress. We want banks not of the 
ordinary type, but industrial banks ready to undertaKe organi- 
zation of industry and at the same time to provide necessary 
finance. 

Besides organization, finance, and propaganda work. Central 
Co-operative Banks in some parts of India have to undertake 
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many other functions. They supply manure, seeds and agricul- 
tural implements, etc., start primary schools, provide cheap 
medicines and perform many other similar functions. In the 
absence of appropriate agencies for these things there cannot be 
any objection to the undertaking of such things by the Central 
Co-operative banks. If tlie Central Banks did not undertake 
these functions, tJie peoi)le could not get the advantage of them. 
When special arrangements would be made for the provision of 
these things by other agencies, then the Central Banks may be 
relieved, till then there cannot be any harm if they arc under- 
taken by the Central Banks. 

I thank Mr. Kwhank for sounding the note of warning against 
excessive centralization. Th(‘re can be no denying of the fact 
that after the pas-shig of the Co-operative Societies’ Act of 101 ‘2 
there had been a distinct tendency for several years towards 
centralization in many places and so far as a district or a sub- 
division was concerned the Central Bank liad been in some places 
practically * the axis round * which the Co-operative movement ' 
within the district or sul)-division ‘ turned ; ’ for the sake of 
argument one might call this a tendency towards unification or 
better discipline, hut it was nothing but centralization thotigh a 
necessity in many cases. 

The process of decentralization has already commenced and 
many of the functions undertaken previously by Central Banks 
are being delegated to different Ixjdies. Honorary organizers 
liave been introduced to undertake the organization of societies, 
though ill some [ilactjs ihe organizer hapjiens to he some ol'liee 
bearer of a Central Hank. Federations have been formed for 
audit work and unions sire being introduced for supervision and 
inspection, etc. 

It may not be out of place to mention that the process of 
decentralization must not be viiry rapid. Centralization is bad, 
but too rapid a process of dccentialization without special regard 
to local peculiarities may be worse. The success of guarantee 
unions in liurmah has given rise to an eagerness to increase ver\ 
fast the number of such unions in different pivjvinces. But we 
should not forget that in matter of elementary education Burma 
holds the first place. This is due to free instruction imparted in 
the monasteries, lii Burma out of every 1,000 males, 87(i can 
read and write, while in Bengal which comes next, only 77 out of 
1,000 are literal- and the number of the literate persons is still 
lower in other provinces. The view of Mr. Wolff that ‘ of all 
dangers, that to be most carefully guarded against, is the inter- 
connection of. liaibility among various banks ’ is particularly true 
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when education is most unsatisfactory. 'J’here may be some 
force in the remark of the critics that to introduce co-operation 
before mass education is to put the cart before the horse. Unless 
mass education advance pari passu with co-operative movement, 
the superstructure of co-operation may be on sandy soil. In this 
connection, I beg to pro])Ose that some very elemcintary text- 
books on co-operation in vernacular should be taught in primary 
schools. This alone can ensure the success of co-operative move- 
ment \h future and if this is continued for a few years the 
Central ( ’o-operative Banks may Ixi relieved of the functions of 
teaching and organization vvliich may l)e undertaken by the 
villagers themselves. 

I want to close this paper aftcir speaking a few words on the 
constitution of tll(^ Ocuitral Co-operative Banks As has been 
pointed out by Mr. K(!lkar, I here are three typtjs of Central Banks 
in India. In the first group only individual shareh» elders form 
the members. In the second group the membership is confined 
to the societies only, while in the third group memlxTship is open 
to individuals and societies. The number of banks in the first 
group is relatively small and in future similar banks may not be 
registered at all. Inhere is a tendency in some tpiartel’s to con- 
sider the banks of the second group as tlu^ ideal. J^ecause ‘ the 
antagonism of interest botwetui the shareholders and the borrow- 
ing societies is eliminated by tiie identification of the two parties.’ 
But in my liuml)le opinion the best form of cf)nstitution which 
a Central Co-operative Bank may have^ is one in which the 
membership is open to societies as well as to individuals. Not 
only because the latter can supply business capacity and bottcu- 
credit hut also because it can serve the puipcse of co-operation 
in a better way. It will create an interi'st in gentlemen of 
leisure and rest for the wcdfaiv of societies, it will suppress any 
tendency of antagonism between the class and mass, between the 
urban and rural parts of Indian population. The meeting place 
of the directorate of the Central Bank will serve as the common 
forum, in which the gentry and the common people will meet 
side by side for the interchange of sympathy and deliberation on 
matters affecting both. 

In future, what will be the true sphere of a Central Co- 
operative Bank in India only the future circumstances will decide 
hut for the immediate future its function is not simply ‘ to say 
yes or no to loan applications’ hut to foster co-operation by 
dissemination of co-operative principles. If the sole function of 
the Central Co-operative Bank is finance and not anything else 
then I believe their existence becomes unnecessary, because that 
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functi&n can, with greater economy and less trouble, be under- 
taken by branches of provincial l)ankB. 

The Co-operative movement in India was introduced not 
simply to supply money to the people but to encourage thrift, 
self-help and co-operation ; grant of money may be micessary to 
accomplish these ohjc^cts Imt tliat is not an end in itself but only 
a means to an end. 

To sum up, the true sphere of a Central Co-operative Bank 
cannot and should not be discussed in the abstract. It must 
depend upon circumstances and it cannot be the same in all 
cases. When the co-operative movement has advanced satis- 
factorily' ^xnd th(i societies an? competent to manage their own 
affairs, then its true sphere may be finance but when these 
conditions are md prc'sent and the p(‘ople are backward in educa- 
tion and ar(i not familiar with the principhi of co-operation 
thoroughly, the true sphere of a C 'Cntral Co-opei ative Bank is not 
only finance but administration and control as wtdl. As the 
circumstances exist in India to-day, 1 think for the immediate 
future in many places the Central ('O-opei ative Banks should 
provide not only money but also guidances, searching examina- 
tion and inspection and alx)ve all ‘they should keep the socie- 
ties straight.' 

I caiKnot do better than close; this paper with a quotation 
from Mr/Collins’ Hints on the starting of the Central Banks. 
‘ If the co-opei*ativ(‘ movement is to succeed in India, it is clear 
that Central Co-operative Banks have a great responsibility upon 
them, mere provision of money at a cheap rate w'ould not free 
the cultivator from his bondage.' 



Co-operative Finance and Supervision 

By. C. P. Sundara Bao, Kambainallur 
[Abridged] 

This papor bespeaks your attention to two of the chief 
problems that goto the root of the great co-operative movement, 
viz. Finance and Supervision. Do they go hand in hand? 
Can the same agency elfectively do both ? These are questions 
that havt^ been anxiously asked and variously answered. 

According to one view the Central Banks are the pivot of 
oo-operat.ive adntiuistration, originally intended to provide capi- 
tal to thii societies and to balance surplus funds, if any, they 
felt that in discharge of their duty to safeguard the interests of the 
shareholders, they should judge independently of the real needs 
of the societies the value* of the security they offer and the 
soundness (jf their methods of work. So far they were right, 
but when they went on to direct propaganda, organization, super- 
vision and training, they undertook much more than they could 
do usefully and well. 

Effective supervision requires a competent and full staff 
entailing considerable expense. Can the ("entral Banks afford 
it ? Some made it a grievance that they had to pay towards 
the Supervision Fund ; and they had indeed a real grievance. 
The learned Registrar of Madras in Para 39 of liis Adminis- 
tration Report for 1915-1(5 draws attention to their ‘Life- 
struggle with dividends, honoraria and supervision and points 
out that supervision being weakest will go to the wall. 

Again are the Directors of Central Banks tJie best persons to 
undertake tlie control of the Supervisors and Inspectors ? Have 
they the time, have they I'.ven the inclination, to study the prac- 
tical problems that confront and puzzle the co-operative worker 
at every turn? Drawn generally from the professions they 
know little of these and care less. In the absence of intelligent 
interest and well-informed criticism tlicir control would be at the 
best mechanical and lifeless. 

22 
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Even in the case of Central Banks with society shareholders 
we do not think that there is a community of interest to such a 
degree as to justify the assumption of supervision. Central Banks 
cannot indeed * lend money with advantage or safety to in- 
dividual ryots whom they have not seen nor ever met and whose 
credit they cannot gauge through a , staff they cannot check or 
control.’ But if such a valuation of assets is placed at their dis- 
posal by a reliable organization which assumes full responsibility 
short of guarantee, tlie Directors ought to be content and feel 
safe. Rather than overstrain the machinery with the fear of an 
ultimate break-down, they can concentrate more effectively on 
their primary function of finding adequate and ready finance for 
the wide range of co-operative activity and relegate the subsidiary 
work to other agencies specially designed thei‘efor. 

The Central Banks would therefore be well advised to limit 
their activities to the sphere of Finance. 

We have then to consider what agency can attend to the 
important work of supervision, what should be its composition and 
character. The fundamental maxim of supervision may again be 
briefly noticed. The movement being a People’s ‘ Movement, the 
ultimate authority rests with the people themselves. So, for the 
sort of intimate and constant interference that efficient supervi- 
sion implies we must secure the maximum of Local Reponsibility 
and the minimum of Delegation. Decentralization and Devo- 
lution must rather be the rule. Supervision aims at not only 
audit and inspection but education as well. It necessarily 
includes a thorough examination of the exact state of affairs 
not only as evidenced in the books of the Society but also as will 
become evident by a free talk with the members. 'Publicity 
is the panacea for all chicanery. An efficient supervision will 
have to put the society’s executive in the way of doing things 
correctly, aid them in any special or difficult work and occasion- 
ally pull them out of any tight coi’ner they get into. 

All the existing agencies for local action are wanting 
in coherence and homogeneity to be of much use to us. 
Individuals may occasionally lend weight and influence to local 
work. But for the systematic and sustained work that an 
intelligent control over efficient supervision calls for, we must 
create our own organizations. Such supervision is best done by 
a local union with representatives of all constituent societies, 
the general assembly working through a Governing Body, 
and controlling a specially trained staff. 

We must not, however, forget that even here the real work 
actually turned out is limited in various ways and by diverse 
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cauBes. The supervisor — paid or honorary — has scarcely fenough 
time to thoroughly attend to each institution. The union 
cannot always evoke a satisfactory response from the Funcha- 
yets of societies. The varying ability and enthusiasm of the 
staff, the intelligence, interest and capacity of the Executive 
Committee, the personality of the President, tlic Secretary’s 
driving powers and his capacity to infect others with his 
enlightened enthusiasm, are all factors that go to make or mar 
the union. 

There are again many dangen-s to guard against, such as 
their degeneration into ‘ one-man * control, the evils of coddling 
and patronage, and more than all the overdoing of the work by 
putting on too much curb. There looms also the bane of 
exclusiveness, of vested interests, of coteries even in these 
small bodies designed though they be for common work and 
service. 

But much of these may be guarded against if small, 
contiguous and close areas are selected for work, if the govern- 
ing body members are chosen wisely and well from a wide 
field and if a proper division of work is insisted on, each 
being entrusted with a well-defined work with a definite re- 
sponsibility. Capable young men, active and wide awake, of fair 
educational attainments with an elementary knowledge of Bank- 
ing and Commerce should be selected and after a proper training 
and probation started on a decent salary with fair prospects. 
More than all the union should strive in every way to stimulate 
the energy of constituent societies and encourage them to develop 
on their own initiative. They must be let to work their own 
way out with experiments, expedients and even eccentricities 
so long as they do not militate against the chief canons of co- 
operation. 

The finance of these bodies may come out of the affiliation 
fees and supervision fund contributed by the Central Banks and 
the societies with special subsidies when necessary. 

These Councils may' again be brought together in a Central 
Provincial Federation which will study special problems, give 
authoritative advice, systematize the work in the districts and 
carry on a vigorous propaganda in backward areas and among 
baeWard classes. They will educate and train co-operative 
workers — official and non-official. They will spread wide the 
cult of co-operation and advance its ideals. 

Along with the co-operative wholesale society and the 
Provincial Bank this Federation will crown the edifice of non- 
offioial co-operative agencies built up from the bottom. 
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We shall proceed to consider how best the Central Banks 
can discharge their proper and primary function of fully and 
freely financing co-operative concerns. 

The crying needs of city life are a pure milk and ghee supply, 
wholesome victuals at j’easonable and certain prices, decent and 
sanitary dwellings, good medicine at fair rates, and small but 
opportune advances for short terms. ^I’here are besides prol^lems 
peculiar to labour coiiditious which require prompt and tactful 
handling. We can therefore help them by the organization of 
milk supply with subsidiary dairy activities, by co-operative 
purchase stores, Building Societies, and co-operative Dispensaries. 
We can promote the cause of healthy Industry by stimulating 
small and cottage Industries on co-operative lines and by en- 
couraging Trades Union Societies of workmen and mill hands. 
Special classes like Municipal or Railway bjiiiployecs and Ele- 
mentary Teachers and special Ooiuinimities like the Eisherraan 
and the Chuckler call for well informed and well studied effort on 
suitable lines. Co-operative contracts, co-operative cultivation 
of waste lands, are also practicable and beneficial ; we would also 
commend the idea of co-operative settlement for disabled soldiers. 
Co-operation has also been found to help in making useful citizens 
out of criminal tribes. Grain supply, joint purchase and sale, 
seed selection, manuring and breeding arc rural problems wc can 
help to solve. Adaptation of new methods and machinery and 
adoption of new crops are greatly facilitated by the societies. 
Add to these the various purposes for which money is even now 
borrowed in credit societies and we will readily acknowledge 
that an adequate and ready financing of tliis wide range of 
beneficent activities would demand a vast addition to the re- 
sources of Central Banks. 

At present these Central J:5anks depend mostly on th(j 
deposits and over drafts. There is always th<; danger in both of 
a sudden demand which necessitates the maintenance of a fluid 
resource at a high ratio to the transactions. 

We shall proceed to indicate some now sources of capital. 
At present the Deposits, Earnest Advances and securities and 
such like investments in the Public Works Department, Local 
Fund Departnmnfc, Railways and many mercantile firms are held 
either in Government securities at three and a half per cent 
or in the Savings Bank. They are not liable to be called in at 
least for one year. They generally run from April 1 to 
March 31. The short term needs of Agricultural and many non- 
Agricultural Societies are from July to November, and the ro- 
payments will be about the middlti of February, so that allowing 
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a margin of twenty-five per cent we may be sure that seventy- 
five per cent of our advances will be repaid before March 31, 
so as to be available to meet the demands of the depositors. 
We can therefore safely use these deposits for short term loans. 
Moreover most of the Public Worlcs Department or Local Fund 
or Eailway Deposits will run from year to year. Such invest- 
ments may be had at six per cent at most and may be lent out 
at 9jS per cent for short term advances. The larger margin will 
go to s’trengthen the reserve and make up for the narrower mar- 
gins elsewhere. 

Provident Fund Deposits of Government and quasi Govern- 
ment Departments can also be made available for investment in 
Central Banks and Loans may be directly given to the Depositors 
on the security of these Deposits. Here also the margin of profit 
will be fiper cent-3J per cent, i.e. 12.] per cent, and as the Depo- 
sits arc pa3^able every month it will incidentally add to the fluid 
resources of the Bank. 

Again it is the experience of many Joint Stock Banks that 
there is a vast quantity of ‘ idle ’ till money in certain seasons of 
the year. Such funds may be made available for very short 
advances. 

We may now consider the desirability of the Societies being 
entrusted with the disbursement of loans under the agricultural 
loans Act XIX of 1883 and the Land Improvement loans Act XII 
of 1884. We would point out at the very outset that even now 
the Societies do Umd extensively for purposes identical with and 
cognate to those mentioned in Section 4 of these Acts. Figures 
for the last tliree years show that such advances come up to 
about 50 per cent of the loans for Productive purposes. Gh>vern- 
ment could surely place at our disposal the funds they allot to 
Takavi Advances at 5 per cent. Here is a good source of capital 
both for short and long terms at easy rate. 

We next come to trust funds. In this land of charity huge 
sums of money are endowed for religious and charitable purposes. 
Then*, are also occasional secular endowments for educational 
and other purposes of social welfare. There are again Public 
and Private Trusts where a wide discretion is left to the trustees. 
The rich hoards of money in Dewasthanains and mutts are 
being slowly brought under wholesome control. Now all these 
moneys except when otherwise specifically directed in the instru- 
ments of trust must be invested if at all, only in the wa^'s 
mentioned in Section 20 of Act II of 1882 and Section 4 of 
Act VI of 1800. The Trustee has to see that he runs no risks 
and does not endanger the safety of the corpus of the fund. The 
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intereslb he earns is not considered very material and nowhere 
exceeds four per cent, Goverment Securities are liable to great 
depreciation. Stocks, shares and debentures fluctuate in value. 
The causes that go; to increase or decrease value of real property 
are many and various. Yet these are considered proper invest- 
ments. With the annual official Audit, its accessibility to the 
public, the special priorities that the Societies’ debts enjoy, 
with the formolities necessary before money is lent out, with 
the least taint of speculation in its business, with the con- 
tinuing liability of the members and above all with the 
bedrock of unliinitcd liability, the business of the Society 
affords an unparalleled security. It is to be hoped that the 
Legislature or the High Courts will soon see their way to 
amend the Act or rules thereunder to make this source 
available to the movement. 

We have next to discuss the possibility and practi- 
cability of the Issue of Debenture Loans. It is scarcely neces- 
sary to detail here the necessary conditions for the issue 
of such stock except to point out at the very outset our 
greatest difficulty in that we have scarcely any definite income 
apart from our general transactions to earmark towards the 
interest and Sinking Fund. The ultimate security on which the 
whole system will be based is the unlimited liability of members 
constituting our Primary Societies. It would not, I conceive, 
matter very much that the bonds of our Primary Societies are 
not mortgage bonds because they are always backed by their full 
responsibility. All legal difficulties may perhaps be obviated by 
making the loan an express charge on the property statement 
supporting each application. The reserve funds of societies 
amount to 15 lakhs. If the.se are invested in gilt-edged securi- 
ties or other stock with Government guarantee they will form a 
sufficient fluid basis for transactions of at least eight times the 
face value. 

We now come to the last of sources we suggest, viz., the 
utilization in India of a part of the Gold Standard Reserve and 
the Paper Currency Reserve. The time seems to be rather 
favourable for such a measure. The exchange will we trust be 
more steady than it has been of late. The price of silver is rising 
and a free import of gold into India as recommended by Sir John 
Wilson and the adoption of a Gold Standard with Gold Currency 
as recommended by the Fowler Committee will tend to make 
the exchange quite steady. 

We can therefore presume that the purposes for which the 
Gold Standard Resc’ ve is maintained in England will hereafter 
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demand less attention and the needs of Indian agricultural 
and Industrial development will meet with more sympathetic 
response. 

It is in every sense the peoples’ money and it can be best 
utilized in a movement in which it is open to the lowest tax-payer 
to participate to his real benefit. 



Discussion 


Prop. C. J. Hamilton said that there was no doubt that 
the people in Indian villages suffered enormously from the 
defective orgjinization for the collection and marketing of their 
produce, and for the distribution of the coiiiniodities which they 
purchased. He knew by his own observation that this was so in 
Bengal, and it must be so also in other parts of India. If the 
objects aimed at in Mr. Hemingway’s scheme could be attained 
the gain would be enormous. With regard to the method 
Mr- Hemingvveay raised a very important issue. Writers on 
co-operation in India had generally been of opinion that co- 
operative trading, if started, should be kept separate and distinct 
from the whole organized system of Co-operative Credit Societies. 
His own impression was that that was also at the present time 
the prevailing official view. But Mr. Hemingway advocated 
the contrary view, that co-operative purchase and sale should be 
regarded as a natural activity of credit societies. 

Mr. C. V. CuANDRASEKnARAN said that it appeared to him 
that most of the objections raised by Professor Coyajee against 
the expansion of the functions of the Central Banks apply to their 
existing constitution. When the Central Banks come to be con- 
stituted almost wholly out of the representatives of Primary 
societies these objections should disappear. That the latter 
constitution is the ideal to he worked up to is clearly stated in 
thei Maclagan report. By the limitation of dividends, and of the 
proportion of individual shareholders in the Central Banks we 
have already begun to take the iirst steps. 

Central Banks thus constituted could well cease to be mere 

financing bodies. They could become the organizing centres of 

the co-operative movement as regards purchase and sale and for 

educational propaganda. A genuine federal organization could 

be built up. It seemed to him that the lack of vitality of the 

movement is to excessive officialization in the matter of 

% 

control and supervision on the one hand and the policy of 
starvation in the matter of finance on the other. They shoufd 
either completely otlficialize the movement, finance and all, or 
completely uiaofliciaUze it. 
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Ultimately they had to face the question whether the- 
educated classes could be trusted to work for the interests of the 
people in a disinterested spirit. It was a matter of faith and he 
had faith in the educated classes. 

Pessimists said that the movement would collapse if it 
were unoilicializcd. He was even willin*^ to face that risk 
because he was confident that the movement would be l)orn again 
and grow up on sounder lines. Dr. Wolff in his latest book had 
clearly stated the ideal of the movement, namely that the Regis- 
trars of Co-operative Societies in India should be divested of the 
functions and powers which they exorcise now and should become 
like the Registrars of Friendly Societies in England. 

Many other speakers took part in the discussion. 

Dr. Gilbert Slater, in rejdyiug on behalf of Mr. 
Hemingway, pointed out that British experiemeo confirmed the 
view that Co-operative Banking, and Co-operative Purchase and 
Sale may advantageously be carried on by one and the same 
society. The Britisli Societies on the Rochdale type practically 
always had their banking departments, which were run with 
extraordinary efficiency and economy, and the Banking depart- 
ment of the Co-operative Wholesale Society was one of the most 
notable co-operative banks in the world. Jhdtish Experience 
also indicated that the organization of Co-operative Production 
should largely rest in the hands of societies of the Rochdale 
type like the Triplicane Urban Co-operative Society. 
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FouriK Day 


Ihe Adaptation of the Indian Tax System to the 
need for Increasing Expenditure 


The Chair ’vas taken by Pbof. Anstey 



PAPERS 


British Indian Sea Customs Duties and 
Indian States 

By Kao Bahadub Saiidar M. V. Kibk, m.a. 

Ont! of tho (ilii(jf sources from whicli the Goveriiment of 
India can hope to derive an increased amount of revenue to meet 
the growing expenditure caused by the war debt and the require- 4 
ments of civilization, would bo the sea customs duty. It is easy 
to collect ajid being an indirect tax is not felt. 

Under the influence of the free trade doctrines, the sea 
customs duty, until a fi'w years ago, was levied for revenue 
purposes only. Even under the stress of the (jxpenditure caused 
by the war, the object has been adhered to. Although there was 
an all round enhancement and the levy of the duty on many 
hitherto free articles, yet, except perhaps in the case of the cotton 
cloth to only a slight extent, it had no taint of protection. It is 
only lately that apparently a protectionist policy has been adopted 
in the case of raw hides. It is, however, more in the interests 
of the British Empin^ than of India.. But it shows the direction 
in which the wind is blowing. It is almost certain that this 
source will be increasingly utilized for the purposi’.s of revimue a& 
well as for protectionist purposes. 

Apart from them there is om^ more reason why this source 
must he looked to f<n' supporting the increased expenditure of the 
nation. In all industrially advanced countries, the land revenue 
bears a progressively less ratio to the revenue from other sour- 
ces. At present it brings in about one-third of the income to the 
exchequer and although it is likely to be increased, due to high 
prices and general prosperity, yet as India progresses industrially 
its income from c)ther sources will be more increased. 

But while British India would bo perfectly justified in look- 
ing to these sources for meeting its increased wants, yet it should 
not, and cannot legitimately desire to profit at the cost of others. 
Such would be the case if it fails, as it has hitherto failed, to take 
account of the inland Indian States. 

By reasons of its geographical, no less than political position, 
the British Government holds a predominant position in India. 
But its relations with the numerous Indian States are regulated 



181 


by means of treaties or other solemn engagements. Freedom 
from British taxation is their predominant feature. In that re- 
spect they stand on an equality with European States, like, for 
instance, Switzerland. 

This fact, however, is ignored in the case of the sea Customs 
duties. As at present enforced they operate as transit duties. 
Recognizing the deleterious elTect of transit duties on trade, the 
Government of India abolished all other transit duties, the last 
of them disappearing in 1870. But it was not until 1887 that it 
succeeded in inducing the last of the Indian States to do away 
with them. While abolishing than some of the states did so 
unconditionally, while others reserved their right to levy them, 
in case they wished to revive them. It is unthinkable that they 
could ever do so in view of the development of l.he means of com- 
munication in the country, but is not the British Government 
morally bound not to levy any duties in the nature of transit 
duties? 

The trade of tJie inland Indian States is with the ports. 
Goods, which arc there in the market, have already paid the sea 
customs duty and they come to the territories of the Indian 
States burdened with it. Even if their subjects were to arrange 
for the import or exjiort of goods directly from or to foreign 
countries, the customs authorities at iho ports, as at present 
guided, will enforce th(^ duty on the arrival of goods there. 

The result is that cjven if the subjects of the States ar- 
ranged for direct imports or exports, they cannot t^sca|)e the sea 
customs duty. The Governiinuits of States are also handicapped 
by the fear of burdening their subjects too nuieh, as their own 
duties impose an additional burden, they cannot derive the fullest 
advantage from their State duties. So neither can these be 
utilized for revenue purposes and assuredly not for protective 
objects. Even as it is, the subjects of the States which at all 
levy a customs duty are doubly taxed. The Indian States, 
however, on theii* part, to respect the undertaking of not levying 
transit duties, grant drawbacks on gocxls even breaking bulk in 
their territories. 

This situation had arisen in America and Kurope, but has 
been impartially solved. Goods intended for Canada going 
through the port of New York, when not breaking bulk there 
and passing in bond, are allowed to pass duty free. The same 
is the arrangement in the case of Switzerland. In the case 
of Servia, as it existed before the Balkan War, a strip of land 
was allowed for its goods at the port of Salouica and they were 
then carried by rail to Servia. . . u . . .. 
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In India too the British Gkwernment has not been unmind- 
ful of the claims of some Indian States at least. When the 
Government of India abolished the last of the transit duties in 
1870, it entered into special negotiations with the State of 
Cashmere not to charge customs duty on goods passing through 
it. Probably a similar arrangement existed with Afghanistan for 
goods intended for that country. In the case of the maritime 
State of Travancore, the Government of India placpd no 
customs barrier on its frontier on the former’s undertaking to 
enforce the latter’s tariff at its ports. Kecently the same arrange- 
ment has been entered into with the maritime States of Kathia- 
war and Gujrath. It is believed that if the State of Mysore builds 
its own railway to Bhatkal or Mangalore, it will be allowed the 
same facilities. In fact the principle adopted in the case of the 
Indian maritime States has been followed in the case of 
inland States in the matter of tlio cloth excise duties. The 
cloth produced in mills located in such States is allowed to come 
freely to British India if it has paid the same duty to the State. 

Justice demands that the Indian States should get the same 
relief as regards sea customs. Different methods can be suggested 
under this head. One method would be to allow the goods coming 
from other countries by sea to be consigned to a place in the 
Holkar State, for instance, in bond, without breaking bulk at the 
port of entry. Special seals would be placed on the parcels, or on 
the whole railway trucks bvthe customs officials at the port, and 
the railway authc^ritios would be recpiired to deliver the consign- 
ment with seals unbroken b(;yond the British territory. Another 
method would be to allow the Holkar State to have the right to 
acquire at each port a strip of land at the Docks on which it 
could erect its own warehouse and customs stations The State 
Customs duties would be levied hero, and goods would be con- 
signed from here to the State under the seal of the Holkar State 
customs. This method has the advantage that consignments 
from abroad could be broken and sub-divided at the port town 
itself, the British duty being paid only on the part not entered 
into or retained in the State warehouse. A third method would 
be for the British Indian Government to collect at British Ports 
customs rates on ail goods consigned direct from abroad to a place 
within the Holkar State, and conversely an export duty on goods 
consigned from the Holkar State to a foreign country, and to 
credit and pay over to the account of the*^ Holkar State the exact 
amount of such collections. The fourth method would be to 
allow the collection of customs to continue as at present, but for 
the British Government to pay ever to the Holkar State a share of 
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the whole customs revenue. Finally the method already preva- 
lent in India in the case of re-exports by sea and by certain speci- 
fied land routes may be adopted. (This method resembles (1) in 
certain points). If the re-exports be by sea the British Govern- 
ment allows a drawback of seven-eighth of the import duty.* 
Reexports by land are allowed a draw^back only if the goods* ‘ in 
bond * reach Jammu or Cashmere, Muzaffarabad and Alibag t as 
also onthos(i transmitted under customs seal by the Hoshiarpur 
route through British India and the territories of His Highness 
the Maharaja of Cashmere and | Jammu. In the case of the 
Holkar State, in compliance with sub-section (5) of para 2*23 of 
the Calcutta Customs House-Manual or any similar code, the 
customs authorities may send the duplicate of the invoice direct to 
the Agent to the Governor-General in Centr il India. 

This last method seems to be the most appropriate for 
adoption in the case of Indore, since it is already in force in 
India for which the customs House at the ports of entry arc in 
possession of adequate laws. It has moreover this feature to 
recommend it that it would secure the distribution of the 
customs revenue not according to the number of population 
merely or the income of a State but according to the volume 
of trade which may l)e taken as a reliable index of the economic 
development of a State. 

When the British Indian duties were small and the 
subjects of Indian States had not become cognizant of the 
drawbacks of purchases at the ports only, the question did not 
attract much attention. Now the British Indian duties bid 
fair to be greatly enhanced and extended. The wants of the 
Governments of the Indian States, which t;annot remain aloof 
from the progress in thought and material prosperity in the 
surrounding territories, are increasing and they must have 
expanding finances to meet them. Such a fruitful source of 
revenue as the customs duty cannot long be cut off from them. 

Once the principle of how to meet the legitimate demands 
of the Indian States is settled, a few other questions of detail 
will require solution. But they would he matters of detail. 
If India is to progress and prosper it must do so as a whole. 
One piirt of it cannot prosper at the cost of another. The 
question requires solution at the hands of politicians as well 
as of Economists. 

*See g. 42 of tho Sea CuBtoms Act 1878. 

t Bee Calcutta Customs House-Manual standing orders page 85, para 228, 

t psi^s 224. 



Problems of our After War Finance 

By Kao Bahadur K. V. JUngaswamt Aitangar 
Perhaps the most difliciilt of the economic (juestions whicli 
India will have to solve, now that peace has come, will he that of 
finding ways and means in h(5r fiscal system, which would prove 
generally acceptable, for tlie needs of her inevitable and growing 
expenditure. Before^ the war, India had comparative freedom in 
the choice of sources of revenue, and despite occasional adverse 
criticism directed against the incid(mcc or the policy of particular 
taxes, her general scheme of revenue lias been usually regarded 
as simple, unonerous, un wasteful and conservative. The war 
took India by surprise, and it was only after a year of experience 
that the pressure of the altered conditions caine to be felt in her 
financial system. Kvon in the official year following the out- 
break, the total expenditure of India (^85’6 millions) barely 
exceeded that in 1918-14. In 1916-17 and 1917-18, however, 
the expenditure rose steeply to 98 and 112*0 million sterling, and 
the revised estimates for 1918-19 had to make provision for an 
anticipated expense of 1‘2;V8 millions. It is significant that the 
expenditure in 1917-18 was just twice that incurred twenty years 
previously. The budget of 1919-20 estimates the expenditure of 
the year at about 128 millions, and it is probable that the figures 
of the actual expenditure will, when available, show that the 
first year after the peace has not been much behind the 
previous year of war. All this increase, implying a correspond- 
ing stretching of the revenue, has been rendered possible by 
the new taxation proposals introduced by Sir William Meyer 
in March, 1917. involving the straining of some of the 
existing sources of revenue such as the excise and customs and 
the income-tax, unrelenting stringency in the collection of all 
items of income, and recourse to new sources of revenue, such as 
the export duty on jute, the surcharge on railway traffic and the 
super-tax introduced in 1917, and the excess profits duty intro- 
duced with the l ist budget. The pressure of taxation would 
have been more intense but for stinting expenditure in many 
directions, and the? increased income accruing from the prosperity 
of industries which catered to the needs of the war, and the 
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increased traffic on railways duo to the movement of troops and 
military stores. Above all, the biggest direct contribution made 
by -India to the war, the hundred millions sterling gift, was raised 
by internal borrowing. A loan of such unprecedented magnitude 
was rendered possible by the prosperous years preceding the wlar, 
and the era of surpluses during which, contrary to academic 
economic tradition and the pojmlar demands, even railway 
develop^nent had been financed out of the revenue. During the 
epoch, the redemption of the ordinary or unproductive portion of 
the Indian J.*>obt had gone on continuously till it had almost 
entirely been wiped out. (It stood only at £2 millions in 1916). 
The contril)ution raised the. total debt of India by about thirty 
per cent, and added about .£'6 millions to her annual recurring 
expenditure. This addition to the fiscal burden might appear 
trifling, if only the area and the population of India were con- 
sidered, or her annual revenue, and if one did not remember that 
even in recent years, when the Government has been fully alive 
to its responsibility for social reform, in its widest sense, it was 
not exceeded by the aggregate expenditure on such vital objects 
as Agriculture, Education, Medical relief. Sanitation and the 
Seientific departments. The vast internal borrowing was inevit- 
able, since tlie Indian exchequer could not have provided even a 
tenth part of the contribution from its existing revenue. It should 
not, however, be overlooked that this large sum implied, as Dr. 
Marshiill recently pointed out in a similar connection, * not a 
mere transfer of capital from hand to hand or the utilization of 
wealth that would else have been merely hoarded, but the desti-uc- 
tion of an amount of wealth — (albeit it had been converted into war 
appliances for destroying the enemy and for helping to save India 
along with the World)— which would otherwise have been avail- 
able for production and for economic development. The cry 
that India suffers from a scarcity of capital is familiar to the 
Indian Economist. And lit' at least should not be indisposed to 
recognize that the sacrifice involved in this contribution was 
much greater than would appear from the mere amount of the 
gift. 

The conclusion of the war must result in the drying up of 
the sources of income, dii'ectly or indirectly due to the war, such 
as the income from the excess profits duty, which has been 
estimated to bring in a net revenue of over £6 millions during 
curremt official year, the increased revenue from the railways 
due to the war traffic and the income-tax and super-tax derived 


• W. H. Dawson’s * After War Problems *, p. 314. 
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from the prosperity of certain trades, which benefited from the war 
conditions. It would naturally also lead to an expectation of a re- 
duction of the military expenses. Of this, however, we cannot be 
so sure. Not only in India, bnt all over the world, strong arma- 
ments will have to be maintained, for some years to come, as a 
guarantee of peace. The cost of demobilization and of the pension 
charges added by the war will also have to bo reckoned in post-w'ar 
finance. Improved forces for fighting on the land and the air 
and on and under the sea and the creation of a special Indian 
Navy are sure to swell the expenditure still further. The changes 
which the war has brought about in the balance of power in 
Asia and recent events both in and out of India, make it also 
doubtful if we can for many years to come reckon upon the re- 
duction of even that part of the total army of India (usually esti- 
mated at 30,000 troops) which Mr. Gokhale used to urge the 
elimination of, on the ground that it was in excess of India’s 
needs and was kept up only for safeguarding British supremacy 
in Asia. * And, it is not outside the bounds of possibility that 
even the left wing of the Indian public opinion may be prepared 
to accept India’s liability to provide for this object out of her 
revenue, if fuller autonomy than is at present in contemplation 
is granted to her 

Any discussion of the incidence of after-war Indian taxation 
will be incomplete if it did not include a consideration of the 
probable course of prices, and the value of money in the loan 
markets to which India will hereafter have recourse. The great 
rise of prices during the past five years has been due to a variety 
of complex causes, some of w^hich, like the destruction of ap- 
pliances of production and of shipping on an unprecedented 
scale, have had lasting effects. Even tlio purely monetary causes 
of the rise cannot be easily or speedily corrected. Any slump 
in the wages which had risen during tlie war, and contributed 
partially to the rise of prices, is not to be expected. Thus, it is 
safe to assume that though prices will come down somewhat, it 
is improbable that they will reach the pre-war levels. India 
will have to pay more for her purchases of commodities and 
services than before the war. But her losses in this direction 
will be balanced by the rise in her customs duties, which arc 
raised ad valorem^ and in the additional revenue accruing under 
the head of ‘ Assessed Taxes ’, on account of the increase in 
money income... 

* Vide Mr. Gokhale’s * Speeches’, pp. 105-107, and his ezitioism of the 
views of Sir Edmond Elies and Earl Corson, 



As regards loan-capital, the colossal wastage in the war, and 
the demands for capital all the world over for recuperation and 
reconstruction will tend to keep up the rate of interest. Not 
only will India not have any near chance of any reduction of her 
annual interest charge, but any capital she may require, here- 
after, for her schemes of economic development, will have to be 
raised in more stringent loan markets than she has hitherto had 
recourse to. 

Two indirect consequences of the war epoch have also to be 
borne in mind in any forecasting of our after-war finance. 
These are, first, the increased sense of ‘ social responsibility ’ 
both in the people and in the Government, and secondly, the 
expansion of the area of responsible government within the 
country. The spread of political consciousness among the people 
and constitutional reform generally will tend to make the tax- 
payer more inquisitive as to why and how he is being taxed and 
what he gets in return for the sacrifices he undergoes, and to 
increase the legislative scrutiny of schemes of taxation and of 
governmental expenditure. The fiscal plans of the future will 
have to be so devised as to be acceptable to a population whose 
political consciousness is increasing. In the West, aspirations 
for social betterment, which had been vivid enough, even before 
the war, have been quickened and strengthened by the war it- 
self and the community of life it has bred in war work and in the 
trenches. India, as a w^holo, has not had this experience directly. 
But the great moral issues raised by the war are easily trans- 
lated into terms of social justice, and India must be powerfully 
influenced thereby in the years to come. The future adminis- 
trations of India will, therefore, not rest content with mere 
academic admissions of the State's duty to forward social and 
economic development by direct effort. They will be impelled to 
include the reclamation of the vast unconquered territory of 
social and economic reform in the list of their main activities. 
But ‘ Social ’ reform, whether we count it as a necessity or as a 
luxury, is at any rate expensive. And the synchronousiiess of 
such plans of development with the imperative call to raise 
money therefor by taxation, over and above the pre-war level, 
will strain largely the patience of the tax-payer and the financial 
skill and powers of persuasion of our future legislators and 
ministers. An opportunity also lies temptingly before our 
academic economists, to wipe out the reproach of sterility often 
levelled against their clads. They might anticipate the dawn of 
this critical epoch, and might do what they can from now on to 
obtain popular comprehension of financial plans and financial 
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difficiAties, to suggest schemes for raising the needed revenue 
with the least hurt and wastefulness, and to create an atmosphere 
of receptiveness for well-thought out programmes of taxation 
and State expenditure. 

It is difficult to make even an approximately correct forecast 
of the national revenue that must be raised in the next few 
years, following the peace. Lord Meston stressed the difficulty 
in introducing the latest Budget, in which he provided for an 
anticipated expenditure of 1*23 millions sterling in 1919-20. The 
revised estimates of 191H-19 came up to more than 125 millions. 
A scrutiny of the main elements of these estimates might indicate 
how far and to what extent the expenditure provided for therein 
is reducible in future years, and it should afford a basis for 
reckoning up the absolute minimnvi of our post-war financial re- 
quirements. A reference to the appended tabular statement (B) 
will show how in most directions the expenditure of these years 
is not abnormal. The increase in Interest charges on the 
ordinary debt follow^s naturally on the hundred million gift of 
1917. When considered in connection with the increased profits 
derived therefrom, the increase in Eailway expenditure is, if 
anything, less than one should expect. The figures for Public 
Works and Irrigation are less than in the first war year, and the 
year preceding it. The only large increases are under Salaries 
and Expenses of Civil Departments and Military Charges. The 
former includes the sums disbursed for development purposes, 
e.g. the grants to Education, Sanitation, Agriculture and the 
Scientific departments, and the increase in the general head over 
and above the 191(1-17 figurc^s jiiay to s(jme extent be accounted 
for by the additions made under some of the sub-heads. It is 
inevitable that the claims of the Public Services for improved 
emoluments and pension terms, owing to the rise in the cost of 
living, will require due attention. The reform of the services, in 
view of the recommendations of the Public Service Commission, 
when fully carried out, as well as the pressure of public opinion 
on the Government to expend more freely on Education, Sani- 
tation, Industrial Development and Agriculture must lead to 
further and fairly big ino'eases in the allotments made under 
this head. It has often been urged that the public services in 
India are on far too costly a scale for the needs nf a poor country,* 
and that the substitution oF indigenous for the foreign agency 
now employed in the higher ranks of the services must conduce 
to equity, contentment and economy. Apart from the argument 
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that the evil of employing a foreign agency is moral and not 
merely economic, it is maintainable that the proper criteria of 
the salaries to be paid are the difficulty of the work to be done, 
the qualifications of the persons employed, the cost of bringing 
up fresh supplies of such labour for the normal demands of the 
services, and the rates of reniuncraiion which alone will ensure 
a steady su{)ply of qualified recruits. Ft is therefore manifestly 
open to objection that any reduction in the remunerations of 
indigenous employees should be made on racial, sentimental or 
patriotic grounds, and it is impracticable to count on the pos- 
sibility of such a discrimination resulting in general satisfaction, 
administrative harmony and efficiency, or national economy. 

Military expenditure, as will be seen from the appended 
table (B), has usually accounted for about .‘10 per cent of the total 
disbursements, and it has kept pace in a remarkable way with 
the increase in the aggregate expenditure. In 1898-91) it stood 
at 17*1 millions, in a total expenditure of 56*2 millions. In 
1917-18, the last year for which accounts are now available, it 
went up to 30*7 millions. (Gross expenditure of the year= 104*5. 
millions). The estimates for 1918-19 and 1919-!2I) indicate a 
further steep rise both in the proportion of the total revenue 
allotted to this head, and in the actual amounts provided, being 
45T) nnd 42*7 millions, forming 3r)**2and 34*9 per cent respectively 
of the estimated expenses of the years. The military surprises 
of the war have been many and serious. We have yet little 
experience of the standards of military efficiency of the future 
to help us to forecast accurately the military expenditure of the 
period. One tiling, liowcwer, is certain. Modern war is very 
expensive, and the 'toning' up of the Indian Army, and the 
provision of suitabli^ Air forces and a Naval service must increase, 
rather than reduce the military charges hereiifter. The creation 
of a great Indian militia, by imparting military training to larger 
numbers of the Indian population, tlie recruitment of the rank 
and file in India, and the diminution of the non-Indian proportion 
of tiie forces, might, if ever effected, lead to a perceptible reduction 
in our future military expenses. * But even in that contingency, 
the charges for training this great militia must be added to the 
existing military charges for some years during which the 
military expenditure will therefore be swollen, not reduced. 

Statement C shows how the allotments for social development 
have risen in recent years. In 1898-99 the aggregate expen- 
diture for this purpose stood at the very low figure of 1*89 
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millionB. By 1907-8 it rose to 3*2 millions, and in 1914-16 to 6*8 
millions. It was somewhat less in the next two years. In 
1917-18 it again rose to about six millions, and the budget 
provision for it in 1918-19 and 1919-20 mounted up to 7*2 and 
8*8 millions. Even the latest grant, which is almost five times 
that twenty-two years ago, works out only at about 8 annas 
per head of the population. It is only after the famous British 
budget of 1909,* which proceeded on the open and unqualified 
acceptance of the p(osition that taxation might and should be 
used for social regeneration that a change is discernible in the 
conservative attitude of Indian financiers. In 1911 Sir Edward 
Law declared that the question of social development was one 
in which those responsible for the financial situation wore 
bound to take the keenest interest.! Notwithstanding this 
admission, the Government continued the old policy of doles to 
Education, Sanitation, Agriculture, etc. The war-epoch changed 
all this. The enquiries of the Calcutta University Commission 
and of the Industrial Commission, which were conducted during 
the course of the war, and the dawn of a feeling of intense social 
responsibility among the people themselves must lead, to larger 
and larger expenditure under these heads in the future. The 
persistent pressure of public opinion will ensure the continuance 
of this liberal policy. 

Two conclusions are, it is submitted, to be drawn from the 
above examination. First, it would bo unwise to assume any 
amount below £126 millions as the annual expenditure that 
normally the Indian Finance Minister should budget for hereafter. 
The amount may be, and very probably, will be largely exceeded, 
particularly if those who control the destinies of India recogni/.e 
the wisdom of launching on a course of liberal subvention 
to industrial and educational development all round. Secondly, 
there is great and ui-gent need to review financial resources, to 
examine the soundness and the strength of those great props on 
which they depend, and to discover means f)f strengthening 
these supports, in order to enable them to withstand the forces 
of growing expenditure. It has been noticed that every head of 
expenditure has shown great elasticity and power to expand, year 
after year the bigger heads, like Civil and Military expenditure, 
showing this trend even more markedly than the minor. And it 
follows that financial disaster must be faced soon, unless the 
sources of the Indian revenue are so selected, assembled and 
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* toned up * as easily to keep up with this continuous expansion 
of our annual liabilities. 

The Indian revenue is derived partly from State properties 
and commercial undertakings, partly from monopolies, partly 
from taxation, both direct and indirect, and partly from contri- 
butions of a political character. Statement A exhibits the relative 
strength of each of these heads. One of the weakest among 
these, is represented by the ‘ Tribute ’ from Native States, which 
being fixed by treaty, has shown practically no elasticity. It 
has been trifling in amount, having never risen, in the last 
quarter of a century, to much over one per ce.nt of the total revenue, 
and having dwindled in the last three years, (througli the growth 
of other items of revenue) to *4 per cent of it. An increase from 
this source is not to be thought of, as to suggest it might imply 
the ignoring of solemn engagements, and imperfect appreciation 
of the magnificent responsi? made by the Native States volun- 
tarily to the appeal of the Empire for help, during the war. Any 
enhancement of it must also cause hurt to the populations of 
the Native States, as any additional contribution can only 
be paid either by an increase in taxation in the Native States or 
the curtailment of some of the expenses hitherto incurred by 
them for the benefit of their subjects. The income from the 
Forests has grown 175 per cent in twenty-two years, and now 
stands at 8'3 millions. This looks trifling when the extent of 
the valuable properties is considered. But the conservation of 
tlie Forests is undertaken with other aims than the raising of 
a mere revenue. It lias been tl'.c tradition of tlic great service 
responsible for the working of these valuable estates to develop 
them to their utmost capacity, and to extract the maximum 
revenue out of them consistent with their preservation, in un- 
impaired and progressive officioiicy. The total income from 
this source comes u]) after all only to about 2]- per cent of the 
total income, and its elasticity is very small. The income 
from Kegistratioii, the Civil Departments, the ^lint, etc., partakes 
of the same character, only growing slowly with the grcnvth of 
population. The increasing prosperity of the country is evi- 
denced by the rapid growtli of the revtmue under Stamps, the 
Post and the Telegraph, which without any variation from their 
proportion to the total revenue, have still kept pace with it. The 
funeral ovation of the ‘ unholy gain ’ from Opium was pronounced 
by Sir Guy Fleetwood Wilson in 1913, * and since then the income 
from it, and its relative importance as a source of revenue, have 
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both dwindled. The increase in the revenue from Ftihlic WorlsB, 
and Intevest, is the normal effect of the additional capital 
outlay incurred on the former, and, it is out of the question to 
expect it to be permanent and progressive. 

Among the revenue heads that remain, Railway receipts 
have undoubtedly shown great powers of expansion, and that 
only in recent years. This is natural. We are reaping, as Mr. 
Gokhale pointed out, the harvest of the epoch in which \noney 
was, lavished on the Railways, oven when they were a losing con- 
cern. Part of the recent gains in Railway receipts is also due 
to the postponement of the yearly renewals and repairs of 
rolling stock, and part is duo to (as already staled) to the carriage 
of troops and military stores. Nevertheless, it must be 
admitted that we have in our Railways assets that may be 
relied on in future years to keep up with the expanding national 
expenditure. Their nationalisation, however, will have to be 
put off indetinitely. The more or less permanent rise in the rate 
of interest must render it difficult to carr.v out, for many years 
to come, any such plan. The advantages which its advocates 
have claimed for railway nationalization in India may all be 
conceded, the saving to the State of the share of the profits now 
paid to private companies, the location of central administration 
and control in a State department amenable to the influence of 
Indian opinion, the development of trade on natural lines, the 
promotion of inter-provincial commerce, and the utilization of 
the railways in a policy of industrial development. But to realize 
them, considerable loans will have to be raised. Farther expen- 
diture may have also to be incurred in increased annuity payments 
to rail waj- shareholders. Any money needed for niilway purchase 
will have to be raised at rates of interest the payment of which 
will effectually wipe out any financial gain that may accrue from 
the nationalization. In the deplenished condition of India’s stock 
of loan capital, it is out of the question to think of raising the 
amount needed by a loan within the country itself. The compe- 
tition of (government as a borrower, for this purpose, will pre- 
judice its own chances in the loan market for other purposes, as 
well as the opportunities of Ixjrrowing of our Port Trusts, Munici- 
palities and Local Boards. Lastly, any money raised by public 
borrowing is more advantageously utilized in furthering either 
railway expansion in India, where several thousands of miles 
of railway are sti’l needed, or projects of industrial development, 
in schemes for accelerating the natural process by which 
the existing company-owned lines will also become the property 
of the Gtovernment. 
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Of the heads that Remain, Land Revenue is the most 
conspicuous. By itself, as a single item of revenue, it surpasses 
all others. And, historically, it has dominated Indian finance, 
and consequently, the Indian administrative system. In t^fifect, 
it is a high tax on agricultural incomes, the permanently settled 
estates, which come up to a fifth of the total area of cultivated 
land in the Indian empire, l^eing in the position of tax-payors 
who have been guaranteed a po)‘inanent and unalterable compo- 
sition-rate in regard to the tax. The income from agriculture 
is exempted from the income-tax though in »t from the super- 
tax. As Sir Thomas Holderncss observers, in no country in the 
world is land expected to do so much as in India.* The land 
has furnished in the last (juavter of a c entury between 18 and 2-i 
millions annually to the exchecpicr. Tt maintains ovcir 80 per 
cent of the population, and it absorbs more of the time and the 
attention of the administrative services of India than any otJier 
single object. The land tax, however, has shown the least 
elasticity of any of the sources of Indian revenue', having 
increased by only ‘2 per cent in a period of as many years. 
Relatively to other resources, it has diminished in importance. 
It was 31 per cent of the total income of India fn 1898-99, and 
is now barely 18 per cent of it. The raising of income from the 
land has always been beset with dilficulties. Dependence on it 
has made Indian finance * a gamble in rain '. It has led to the 
enunciation of theories in regard to the nature of tJie landed 
property that are galling to the people, and do not carry 
conviction to historians as well as ciconomists. Its rates have 
varied from place to place, sometimes irrespeetiM' of taxable 
capacity. Dependence on it, has led to the maiiitenaiice of a 
discrimination which is felt as eminently unfair, in the existence 
of permanently settled estates, wiiich contribute nothing directly 
to the groioing needs of the Government, sirie by side with tlie 
raiyatwari areas (and their analogues) which have, in effect, 
to pay their own share as well as the shares which the 
permanently settled areas should have paid to increased revenue 
that is wanted. And, the intimate connection which it establishes 
between the administrations and the common people, gives 
a stronger tinge than is necessary to the natural reluctance of 
people to bear additional assessments, with every revision of the 
land-settlement. Tlie area under cultivation — i.e. the area 
capable of contributing the land-tax, has not shown, as 
Mr. K. L. Datta urged,! a capacity to increase pari passu 

• *Fooplesand ProblemB of India,’ p. 140. 

t Seeiohapter VI of his ‘Enquiring in to the Rise of Prices in India,* Vol. I. 
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with the growth of the population. . As a source of income, 
in the after-war epoch, t])e land tax: has to be recognized as 
singularly inelastic and uns itisfactory. Its retention in its 
present form, in an epoch of progressive expenditure, will be 
possible enough but its importance in relation to other fiscal 
resources will continue to wane, and it will contribute an ever- 
diminishing percentage of the national revenue. 

Of the other items the Salt Tax has had a checqucred history, 
and though the (jovernment has not at any time admitted that 
it is an unsuitable form of revenue, it has practically conceded 
the point by agreeing to successive reductions of the rate of Salt- 
duty, (the effects of wliich will be seen in Table A), culminating 
in the reduction to a rupee per maund in 1906. The Govern- 
ment has also shown unwillingness (vide Sir William Meyer’s 
Introduction to the Financial of 1917-18, page 19) to have 
recourse to its enhancement, when other sources were accessible. 
While its prima facie advantages as a tax easily collected, 
widely distributed, and of great elasticity will always render it 
one of the financial reserves of the future, recourse will not be 
had i/i the Unt instance to its fuither increase, owing to the 
conclusive manner in which it was shown by Sir Edward Baker 
that its consumption (as a vital necessary of life) showed an 
increase, per capita, when the duty was reduced in 1906. 
(Vide Mr. Gokhale’s * Speeches,’ p. 122.) 

The Excise and Customs duties have brought in an ever 
increasing contribution due partly to the economic development 
of the country, and partly to the revision of the tariff. The 
experience of the export duty on jute, in which India has a 
monopoly, might well justify recourse to enhancement of it in 
the future, should additional revenues be required. On almost 
the same ground, there would be justification for an enhance- 
ment of the tea-duty. The income from tJiese heads may be 
strengthened by making some of the changes suggested in the 
course of the criticisms of the new taxation introduced in 1916, 
and continued since then. The duty on petroleum may be 
reduced, as it presses on a common necessary of the poor man's 
life, while that on tobacco may l)e enhanced. There is no 
reason why the duty on ale, beer, porter and cider should 
remain at only annas per gallon, and not be brought up to 
the level of 8 annas in England, when the policy has throughout 
been to equalize the rates in both countries in regard to such 
articles. And, some accession of revenue may be expected also 
from imposing export duties on other articles, in which India 
has a controlling influence, if not actually a producer’s monopoly . 
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The Assessed Taxes (Income-tax, Super-tax and the Excess 
Profits Duty) accounted t'or the one source of income which showed 
the greatest expansibility during the last three years. The taxon 
non-agricultural incomes which in 18.S6 took the place of the 
old licence-taxes and the still older income-tax, exempted only 
incomes below Bs. 500 per annum. The minimum was raised to 
Rs. 1,000 by Lord Curzon. During the current year, the 
taxable minimum has again been raised to Bs. *2,000 on the 
ground* that the people of smaller incomes liad been hit hard 
by the rise of prices due to the war. A loss of half a million 
sterling was anticipated by Lord Meston as a consequence of 
this concession, but he showed that thii authorities were at the 
same time relieved from the task of collecting from over 237,000 
assessees out of a total of 381,000. Tlie enhanced rates imposed 
on the larger incomes as well as the Super-tax (1910) have 
more than made up for this loss. The increases were introduced 
only as war measures. Apart from the justification to retain 
th(im on the ground of social justice, ic is certain they will be 
retained permanently in our future budgets, for tlieir own sake 
and on account of the barrenness of other tiaditional resources. 
The Excess Profits Duty (which has been estimated to yield 
7^ millions) must go, after a year or two. The rate at which 
the duty was reckoned (50 per cent of the excess profits to go to 
the State) raised loud complaints of severity in our country, 
while in America and elsewhere, economists (vide the article by 
Prof. 0. M, W. Sprague :in the Economic Journal for March 
1917) have argued in favour of tax of 95 per cent of the excess 
income. 

The review of cnir financial resources and obligations has 
exhibited the inelasticity and narrowness of range of the 
former, and the expansive and progressive character of the latter. 
Almost the earliest need in our future budgets will be to make 
good the loss of the income from the disappearance of the excess 
profits duty. The inability of our traditional resources to move 
with equal pace with our expenses has already been noticed. 
It is inevitable that we should consider both readjustments and 
improvements in the existing scheme of taxation, and new forms 
of either obtaining an income or reducing our annual expenditure. 

To take the latter first, one way of possibly reducing some 
part of the civil expenditure is to transform into new Native 
States (as in the case of the Benares State) the larger Zamin- 
daries, or permanently settled estates, whose history shows the 
owners to have been Bajas. At the present time, the larger 
Zatoindar is master of all his surplus rental, and has no charges 
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to meet for the Government of his possessions. His promotion 
as a ruling chief will give him fuller responsibilities, and a 
larger interest in his lands and tenants, and necessitate his 
findi!)g out of his resources the funds for the Government of 
his territory. To that extent the cost of administration to the 
Indian Government will tend to diminish, but the income from 
certain resources such as excise, stamps, customs and assessed 
taxes, hitherto collected from the Zamindari will go to the new 
Raj. It is submitted that the idea may also find justification on 
such social grounds as the iuller utilization of a landed aristo- 
cracy, conscious of the rights, and not always of the obligations 
of great possessions. The transformation of the great estates 
should also leduce the area which continue the unfair fiscal 
discrimination duo to the existence of the Permanent Revenue 
Settlements. 

Anticipation uf the dilliculties of after war finance has 
already resulted elsewhere in a crop of .suggestions and measures 
of unconventional types of taxation. Holland has: Imposed a tax 
on Christian names ! Mr. McKeima’s proposed customs duty 
ou hats and Dr. Marshall’s suggestion of a^ tax on additional 
servants have been lield by a distinguished living authority to 
recall similar devices to which Pitt had recourse in the stress of 
the struggle against Napoleon.'* * * § Competent authority has not 
been wanting to back even the suggestion that the encourage- 
ment of the national economy and tlie curtailment of extra- 
vagance require the imposition of additional taxation. I A German 
economist (Prof. Momberti has formulated a proposal to tax raw 
materials with a view to encouraging economy in their use.i 

The high autliority of Dr. Marshall is behind the proposal 
to compel (icoiiomy in the use of paper by a tax on advertise- 
mentb,§ which, it is aigued, would also result in giving a better 
chance of attracting attention to t\m small advertiser than he 
now has. Dr. Marshall also proposes the taxation of patent 
medicines and of motor cars. These are in line with other sug- 
gestions to tax luxury, the taxation of which lias already been 
commenced in France, Germany and Britain, where it has taken 
the form of a tax on purchases.ij Jew« llery, motor cars and 
motor boats, antiques, billiard tables, perfumes, live game, 
liqueurs, works of ai-t, furs, costly musical instruments, 6re 


• ProfeSBor F, Y. Edgeworth’s ‘ Ourrenuy and Finanoe in time of War, ’ p. 21. 

f ProfeBBor W. R. Scott iu the Eeonomie Journal, September, 1918, p. 260. 

I ProfeBBor F. Y. Eldgcworth’a article on ‘ Some German Economic Writings 
about the War’ in the Econrmiic Journal, June, 1917. 

§ ‘ After War Problems, ’ p. 325. 

See the account by B. Ijennard id the E€onomi§ Journal, September, 1918. 
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arms, and expensive furniture, are among the items which have 
been included in the list of articles so taxed. Such taxation has 
been justified partly ms tending to discourage luxury and partly 
as deriving revenue from tliose persons whose expenditun^ shows 
that they have money to spare. The possibility of evading 
these taxes, especially on account of the difficulty of then’ collec- 
tion from salesmen, the probability of theii- being shifted 

back to the producers and the hurt cjaiised by the unforeseen 
discrimination which may result from their operation have been 
urged against much tax(',s. So far as India is conceiiied, the 
lesson to be learned from the short experience of such taxes in 
Europe is the feasibility of taxing on a repressive scale conspi- 
cuous articles of luxury such as ract^ horses, motor cars of high 
horse-power and speed, costly imported articles of consump- 
tion, etc. 

Among tax<.‘s familiar t ) the economist, some are Jiianifestly 
unsuitable to the conditions 'if India, while others may be adopted 
with great advantage in our fiscal system. In the absence of a 
largo unpriydiictive debt to Im^ wiped out by so drastic a device, 
and particubirly in view of the comparatively small amount of 
the accumulated capital of India, a Capital Levy is not required 
now, and will not be called for in the futurt^ also in India, unless 
another crushing war involving India’s direct participation in it, 
occurs hereafter. The (loneral Property Tax has already been 
condemned in its American horn**.* The Increment Value Duty, 
(borrowed from Frankfort), introduced in Great I Britain in 1909 
as a tax of per cent on increases in the. site value ^ of land 
may well be imitated in urban localities in India and made a 
municipal asset. Only, in fairness, ‘ decrement’ will have to be 
count(?.d and allowed for in rebates, just as incieiuonts are 
reckoned for taxation. 

Persons whose property has clearly lieen increased in 
market value by an improvement effected by local authorities 
might be madc^ liable for a portion of ih(' increased value or to 
the cost of the. improvement. This is the princi])le underlying 
the ‘ Betterment Tax ’. Its application in India as n local cess 
might go far not only to increase the resources of local authori- 
ties but tlieir power and willingness to uuderlake improvements. 

A universal Inhabited House Duty, such as Dr. Marshall 
suggests, t may be levied as an Imperial (and not as a local) tax. 

* See Soligman’s ' Essays in Taxation p. Gl. 

t Mallet's ‘British Budgets’, pp. 306-7. In England the duty was payahln 
onl^ on each occasion on which the property changed hands, whether by sale or 
death. 

. { * After War Problems, ' p. 324. 
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If Buch duties are payable by occupiers and not the owners of 
houses, they will be collected cheaply and without evasion. If 
graduated steeply, as they should be, they will seive the same 
purpose as a graduated income tax ; and the imposition of such 
a tax might also relieve the pressure of taxation on income. 

The main reliance of Indian tinanciers in the future must 
however be on tlie introduction of a universal Inheritance 
Tax, applicable to personality as well as to real property, and 
graduated on an economic as well as on a consanguinityscale. 
Such a tax will have to be safeguarded by devices calculated to 
restrict transfers of leal property during life, by gift or by 
collusive sales. And, in order to ensure economy in the expense 
of its collection, a limit of value might be provided below which 
inheritances will be free from the tax. Such an impost may be 
defended on many grounds,* and the experience of western 
nations is strongly in favour of its introduction in preference to 
other new taxes, and oven to the enhancement of old taxes such 
as the income tax, (in so far as it relates to modoiate incomes), 
and the salt tax. The principal objections that may be brought 
against the tax will be two. It may be argued that, if a Hindu, 
the inheritor is liable to perform thcj funeral ceremonies of the 
person from whom he inherits, and to maintain members of the 
joint family. Theses liabilities, however, he always has by law 
or custom. Secondly, it may be urged that when landed property 
is inherited and is made liable to the inheritance tax, there may 
be difficulty in raising the money necessary for the payment of 
the tax except at a disproportionately heavy sacrifice, such as 
is involved in selling the land or in mortgaging it in a dull 
market. As in the case of similar difficulties suggested by the 
critics of the Capital Levy, the remedy to this lies in permitting 
the payment of the tax in convenient instalments spread over a 
term of years. I 

It is next worth seriously e( nsidering wiiether both in view 
of the defects of the Land-tax, considered as a form of iState 
income, to which atteiitioj] lias already been drawn, as well as the 
unequal distribution of tlie tax and the irritation caused thereby, 
it may not be possible to do away with it altogether and replace 
it by some form of revenue mort? suited to modern State require- 
ments, more elastic in character, and more equitable in its 
general incidence. It has been often stated that the Bengal 
tenant pays only 11 per cent of his produce to the landlord, 

* See the discubsion for iDBtance in Seligman's ‘ Essays in Taxation,’ p. 121 
st, and Q. Cohn’s * Science of Finance ’, p. 357 and pp. 500-1. 

f cf. Edgeworth, ' A Levy on Capital, ’ p. 15. ^ . > 
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while the Gujarat raiyat, who is in the same position pays 20 
per cent to the State.* Instances of sucli inequalities can be 
quoted in abundance. When the Permanent Settlement was 
made in Bengal in 1793, the State’s share was assumed to be 91 
per cent of the total rental of the estates. As the Government’s 
share has been 3G0 lakhs of rupees, the rental on which the 
assessment was made was about 400 lakhs. Now the actual 
rental in Bcmgal is about l,oOO lakhs.! It is, therefore, clear 
that, tlianks to the continuance of this fiscal measure, an 
unearned increment of 1,200 lakhs is shared by the Zamindars, 
tenure holders and tenants in Jhmgal, whihi the margin of 
profit available to the ordinary raiyat in other parts of India is 
being further and further encroached on by le-settle.ments. 
Practically tJie entire inciease in Bengal is due to the rise of 
prices, and the development of the province generally. What 
has been said of Bengal may be said, with nearly the same 
force, of the area under Permanent Settlement in other parts 
of India. About a fifth of the taxed land area of India is now 
permanently exempted from any increase in the land-tax, 
under ail circumstances. The injustice has been recognized but 
not the means of correcting it. The revocation of the engage- 
ments made in 1793 and the >ears following has indeed been 
suggested. It may not commend itself to the conscience of a 
nation, which embarked on the most ruinous war in history, to 
maintain the inviolability of ‘ a scrap of paper Nor will the 
extension of tlie principle of Permanent Settlement of the land re- 
venue to all India rectify the inequalities in distribution due to the 
discrimination of a hundred and twenty ytjars. Such a measure, 
if carried out, might only accentuate the defects of rlu; Land-tax — 
its inelasticity and its inadequacy — w^hicii have made it an unidcal 
source of public income, for a country wdlh a progressive expen- 
diture. Logically, the only satisfactory course ap)>ears to be the 
abolition of the Land-tax altogether, and the substitution of a 
universal liicome-tax levied on all incomes, and graduated in 
amount according to thi^ source, the character and the amount of 
the income. Such amea=^ure may he less objected to than either 
of the methods for dealing with the Permanent Settlement that 
have been proposed. It would appeal to the popular mind as an 
* emancipation of the land. ’ and the freedoiu from frequent and 
vexatious interfer(‘nce of land-revenue officials, and the disappear- 


* B. C. Dutt, ‘ India in the Victorian .Age, ’ p. 515. 

f B. 0. Bay, * The Pormaueut Settlement in Bengal pp. *20-21 ; and Sir John 
StzMhey’a ‘ India pp. 416.422. 
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ance of all four of having irnpriwements taxed, raiisl sensibly 
affect the improvement of the land — for the better. 

On the other hand, the trend of modern economic opinion 
is strongly in favour of a graduated tax on personal expenditpre, 
as an ideal. And, ‘an Income-tax graduated in amount and on 
the number of pcopI(; to be supported by it would achieve it 
has been contended by liigli authority,* ‘ the apparently impos- 
sible task’. The Income-tax is unquestionably the most, elastic 
form of revenue available to the modern financier, by the aid of 
which it is always f)()8sible to balance a budget. It is this merit 
that has made what was intended at first to be only a temporary 
measure (even on its revival by Sir Robert Peel in England, in 
1B4-2) a permanoni and cronspicuous item "of national finance. ! 
Its technical superiority to the Ijand-tax is unquestionable. 
Discrimination in its rates between temporary aiul permanent 
incomes, and between earned and unearned incr^inc^s will cnabh' 
it to be easily substituted for the Land-tax. Phe great experi- 
ence which ba‘i already been acquired by our revenue officials in 
its assessment and collection can be successfully utilized when 
its scope is extended. And the release from the work of the 
assessment and collection of the Land-tax will enable the revenue 
department to devote more attention to the income-tax than 
it is now able to bestow, and it will be possible bo consider even 
the large number of minor assessees, whose exemption from the 
Income-tax has hitherto been due partially at least to the reluct- 
ance of the departiuent to undergo the trouble for the small 
return expeck'd. 

The opportunity of the substitution may bo utilized to intro- 
duce in the Income-tax, which along with the Inlieritanc('. tax, 
and the indirect tax^.s will become the chief projj of our future 
fisc, the various improvements suggested by economic theory and 
administrative experience. Collection at tlie source and the 
grant of abatements to the poorer assesscies will rc^duce chances 
of evasion. The angularities of mere graduation, against which 
J. S. Mill, prot(JSted so long ago as in 18(51, I may be avoided 
in framiiig ils scales. The suggestion of Professor Cassell of 
Stockholm § which, with reserve in minor respects, has been 


*Dr. \farsbaU. 

} Sir Stafford North cote’s ‘ Twenty yeai-s of hhnauoial Policy,’ pp. 33-87 et 
eq ; Sidney ‘ Finatice and I’olitics ’, 1, 5ft, Tl, l(>5-t70, and ^rallet’a 

‘ British Bud^^ets,’ passim. 

^ * Political Economy ’, Bk. V, Ch. ii, H 3, and his evidence before tb(* Select 
Committee on the Incomo Tax, 1861, On 3540. 

^ Edgeworth’s ‘ hew on Capital pp. 26-i26. 
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obtaining increasing academic economic sapport, that the tax- 
basis should be not the income, but the income less an abatement 
(the maximum limit of which will be fixed) for conventional 
necessaries, should* be carried out in the revision, and should 
replace the present system of arbitrary exemption of all incomes 
below a limit, and of the taxation of all incomes above it, irres- 
pective of real taxable capacity. In the formulation of the scales 
of graduation, the principle of equi-proi)ortional sacrifice, * 
suggested by such expcjrts as the late Dr. N. G. Pierson and 
Professor Seligman and generally accepted by modern economists, 
should be enforced. The reform of the tax will increase its 
productivity and reduce its defects — two merits of value, when 
the natural unpopularity that would attach to the extension of 
the tax to incomes, which it did not touch till then, is considered. 

The supreme fitness to Indian conditions of a universal 
Income-tax, that would embrace every income and vary with the 
size of the family, has been already recognized by acute adminis- 
trators. It is th(‘ cardinal suggestion of Major J. C. Jack’s 
brilliant study of the economic life of Bengal. As he contends, + 
such a tax will have two supreme fiscal merits — certainty and 
elasticity. It will in addition have political merit of showing 
the taxable capacity of the country accurately and clearly. It 
will enable the Indian administrator to compile the data he 
most needs now, namely, accurate information concerning the 
economic condition of the people. The. expt^rience required to 
administer the tax is already in existence in the country, and it 
is unlikely that the proposed mbstitution will either increase 
the pressure on our present revenue officials, or necessitate any 
recourse to additional expenditure. 

Conservatism is the tradition not merely of Indian life 
but of Indian finance. It cannot, be expected that the sugges- 
tions now considered will ever be carried, till resistance has been 
offered to theif effectuation, on every possible ground. It wnll 
be urged that the Land-tax is an old tax, and that * an old tax is 
no tax* ; that the imposition of an ‘ odious ’ direct tax like the 
Income-tax will cause grave popular discontent; that the exten- 
sion of the Income-tax even to the incomes now free of it, will 
be felt as burdensome; that the vast experience of the body of 
existing land-revenue officials will be ‘ scrapped ’ and that the 
fear of the application of the reforming shears to the land revenue 
establishment will provoke keen official discontent ; and that, in 

* Edgewoith'a ‘ Ourrenoy and Finance', p. 22 and pp. 4647. 

f « Eoonomio Life of a Bengal District pp. 186-137. 
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a country of hide-bound traditions like India, it is unwise to 
give lip a source of state income hallowed by centuries of accept- 
ance, in favour of an imported fin incial novelty from the West. 
It is obviously not difficult to answer such objections. The ‘ old 
tax’ adage refers to taxes on commodities, and not to new as 
compared with old direct taxes. The Land-tax is not less a 
direct tax than the Income-tax, and the collection of the former 
has been attended with more friction than the latter. No tax is 
popular, and even the Liberal party in England which once made 
it a special war-cry to denounce the Income-tax, has now adopted 
it as a permanent and distinctive feature of its budget-pro- 
grammes. Purely indigenous finance (Hindu or Musalman) has 
regarded it as just to impose State burdens on the poor as much 
as on the rich. The application of Professor Casaeirs principle 
must cut the ground from under those who might argue that 
the extension of the Income-tax to all incomes, must trench on 
the means of subsistence. Far from there being any need to 
relegate to the rubbish-heap the acquired experience of our 
great revenue service, such experience will prove invaluable in 
the assessment and collection of the new tax ; and, contrary to 
natural expectation, it is practically certain that the full existing 
complement of the service will be required to assess and collect 
the new revenue. Arguments based on assumed Indian conser- 
vatism and the appeal to hallowed traditions may be pressed too 
far, but they can hardly be brought forward by those conversant 
with the history of Indian finance, and the innumerable fiscal 
measures and expedients of Hindu and Musalman times, which 
it has been the merit of modern administrations to sweep 
away. 

The success of administrative policies, however, is not always 
in proportion to their soundness. Financial reform is never easy, 
and the difficulties in the way of its acceptance are only likely to 
be increased, when it is coupled with the aim of raising an 
enhanced revenue. The elimination of the Land-tax from our 
fiscal system, and the establishment of a universal Income-tax, 
constructed on the most approved lines, are individually tasks 
from which the strongest Governments might quail. But the 
problem has to be faced. For if the India of the future is to be 
a more prosperous India than that of to-day and of yesterday, it 
is vital that it should possess a sound and progressive financial 
system, which will not stint the necessary expenditure required 
for schemes of development and social regeneration, on the 
ground that it would necessitate recourse to additional taxation 
or even drastic fiscal rearrangements. The suggestions now put 



forward are made not only in the belief that they are essential to 
the attainment of this ideal, but with the confidence that their 
acceptance by a body of Indian economists will ensure such 
attainment. 
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Statement A . — Revenue of the Govem/ment of India vn India 


Land Revenue 

Do. in propor- 
tion to total Ke\'enue % 
Opium 

Do. in proportion to 
total Revenue % 

Salt 

Do. in proportion to total 
Revenue % ! 

Stamps .. •• I 

Do. in proportion to ! 
total Revenue % i 

Excise 

Do. in protwrtion to 
total Revenue % 

Customs • • . 

Do. in proportion to 
total Revenue % 
Vroviuoial Rates 

Do. in pro- | 
portion to total Revo- i 
nue % 

Assesseid Taxes 

Do. in proper- , 
tion to total Revcnue% ; 
Forest •• • i 

Do. in proportion to 
total Revenue % 
Registration . . | 

Do. in proportion ■ 
to total Revenue % | 

Tributes from Native : 
States 

Tributes from Native , 
States in proportion to 
total Revenue % 

Interest 

Do. in proportion to 
total Revenue % 

Post and Telegraphs .. 
Do. in 

proportion to total 
Revenue % 

Mint 

Do. in proportion to 
total Revenue % 
Receipts by Civil Depart- 
ment 

Receipts by Civil Depart- 
ment in proportion to 
total Revenue % 
Miscellaneous 
• Do. in propor- 
tion to total Reveni.e% 
Railways Net Receipts .. 
Do. in 

nmportion to total 
Revenue % 
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and in England in £ Millions, indicating proportion of 
revenue to the total revenue 
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Statement A, — Revenue of the Government of India m India 

individual items of the revenue 
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and in England in £ MiUinns, mdicating proportion of 
to the total revenue-^contA. 
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Statement Ji.— Expenditure of the Gooernment of India in India 

individual items of expenditure 
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and in EngUsh in £ Millions, indicating proportion oj 
to the total expenditure 
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Statement C. — Expenditure of. the OovfrtmeHt of 
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India on Heads of Dmlopment (in Millions £) 
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I^and Revenue and Provincial Finance 

By E. V. SUNDARA ReDDI, M.A., B.L. 


Land Revenue is responsible for nearly So per cent of the total 
revenues of this province and the revenue derived from excise 
for nearly 30 per cent. Together they are responsible for S5 per 
cent. Land Revenue can therefore be said to be the mainstay; of 
the pi ovinr.ial finance. Two-thirds of the land in this Presidency 
are held under the ryotwari tenun* and the assessment together 
with the cesses amounts to nearly Rs. 700 lakhs. The rest of the 
land which is held under the Zamiiidari tenure contributes only 
Rs. 50 lakhs (exclusive of cesses) to the Exchequer under the 
system of permanent settlement. The number of pattas held 
under the ryotwari tenure is 4,*2’22,543 and these are scattered 
in •22,3^1 villages. Of the total number o\ pattas in lvU5-191fi 
more than two-thirds were assessed at Rs. 10 and less, and the 
average area of a patta paying Ks. 10 and less was 2*0 acres and 
the average assessment Rs. 3-S-O, as the bulk of the lands com- 
prised in these petty holdings were dry. There were only 3,798 
pattiidars paying Rs. 500 and alx)ve, and gross assessment paid 
by these amounted to Rs. 33,80,173. b^’oni the above figures it 
will be readily seen that a majority of the landholders in this 
Presidency are small raiyats and they will hardly be in a position 
to raise enough for their own consumption. 

Under the system of recurring settlement in this Presidency, 
the revenues of this province have been steadily grovving;up and 
the rate of annual increase is ten or twelve lakhs. The result of 
this policy has been to compel Madras to contribute a dispropor- 
tionate share to the Imperial burdens. The new constitution has 
provided for the development of autonomous provinces. The 
sources of revenue have been separated and classified as Imperial 
and Provincial. Land Revenue is a provincial head and the 
other important heads of provincial revenue are excise^ stamps 
(Court-fees) and irrigation. Powers of taxation and borrowing 
have been conceded. It is therefore a matter of great impor- 
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tance for us to consider what possibilities there are of readjusting 
the basis of our fiscal system and of finding new sources of 
revenue to meet tlie increased expenditure which the introduction 
of a Responsible Government, the initiation of largo policies for 
developing the resources of the province and the promotion of 
the well-being of its people will necessarily entail. 

Land Revenue and excise are the two important heads of 
provincial revenue. There is considerable discontent among the 
people with regard to the working of the present land revenue 
policy, and need for an alteration in the. policy and a n^-adjust- 
ment of burdens so that they may fall more <iquita})ly on the 
smaller landholders whose incomes are barely suHicient to enable 
them to live in comfort and ease. Kqually dissatisHed is a small 
but intelligent section of the people in this Presidency with the 
excise policy of the Government. A movement lor total pro- 
hibition is slowly growing up and in the course of years the 
force of it will be strongly felt and found almost irresistible. A 
certain amount of saci ifice of revenue will result and this must 
be cheerfully borne and met by new sources being tapped to 
recoup the loss in this direction. 

The question of excise only points to the real difficulty to a sa- 
tisfactory solution of the land re v(?nue problem in this Presidency. 

The standard of life among the raiyats is very low and the 
wages of agricultural labourers has not sufficiently risen, as its 
level is controlled to some e.xtent by the land revenue policy of 
the Government. There is one aspect of the present policy 
which causes serious concern to tlie officials as well as the 
raiyats. ll is the absence of any differential treatment between 
the incomes of the smaller and tlie larger landholders and of any 
graduated scale of assessment which will be more in conformity 
with the modern canons of taxation. An equitable distiibiitiou 
of the burden as between the landholders and the different com- 
munities in the State is a matter of extreme urgency. 

Two aspects of the land problem may be referred to in 
passing. First, if the State is regarded as the owner of the land, 
then the right of the State to the full economic rent from the 
land must be admitted. If the Government levies this rent, the 
result will be, we are told, that many of the poorer landholders 
who are unable to maintain themselves will obtain sensible relief. 
The real difficulty is that the benefits likely to arise from the adop- 
tion of the principle of State ownership of land are of extremely 
doubtful character. The concentration of land in the hands of 
jft few, which has always served as the strongest reason for advo- 
cating a policy of nationalization of land in. other countries^is 
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iortutiateiy absent here, as may be judged from th6 figures given 
in the early portion of this paper. Besides there is no reason to 
think that the State as landlord will be an exception in any way 
to the grabbing tendency of landlords in general, and our expe- 
riences under the present system are not very fortunate. The 
absorption of the whole of the economic rent by the State can 
Only be advocated on one condition — a willing preparedness to 
completely obliterate our individuality. Our faith in the wisdom 
and the capacity of the State is not so great as to persuade us to 
adopt this very doubtful course, even if it were possible. Second- 
ly, the proposal which found favour with some, that the land 
revenue should be fixed as a proportion of the gross produce, has 
been rightly rejected as hopelessly unsound and unsuited to the 
present conditions and it is not necessary for us to consider at 
this time the objections to such a policy. 

We are deeply grateful to the Joint Committee for the 
recommendation which they have made in connection with the 
land revenue question. Th(iy have expressed the opinion that 
the time has come to embody in law the main principles by 
which the land revenue is determined, the methods of valuation, 
the pitch of assessment, the period of revision, the graduation of 
enhancement and the other processes which touch the well-being 
of the revenue payers. The opportunity thus afforded may be 
availed of by the provincial legislatures to thoroughly examine 
the principles governing the assessment of land and to lay down 
a new policy designed to secure a more equitable and fairer 
distribution of the burden on land. In a lecture by Mr. 
Montagu delivered befon? the war on ‘ Land Kevenue Problems 
in India and England, ' lui observed with reference to the policy 
in India that he was ‘ tempted to wonder whether it would be 
possible to apply a graduated scale of assessment instead.* 

Reference may now he made to the different proposals 
which have been placed l)efore the public as alternative methods 
for securing the revenue from land. 

(i) The reduction of the percentage of the net income 
derived at present by the State and making a distinction between 
the smaller and larger landholders in the matter of the percent- 
age of enhancement at re-settlements. — The ratio of the tax 
on agricultural incomes to be fixed after deducting a food allow- 
ance for the producer and his family and a sufficient sum to 
enable, him t6 retain a small margin to fulfil the customaty 
Social retirements of his country.— The forecast prepared by 
’the Bevenue" Officials and approved- by Qovertiinent* to bb-diki- 
' in the tii^ielarive GotincilSand saneiionbd > * 
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(2) Thn abolition of the Land Tax and the adoption of a 
Universal Income Tax embracing every income and varying 
vrith the size of the family as an ideal form of taxation. 

(3) The Land Assessment instead of being based on land 
incomes and supplemented by water charges, to be based on land 
values, i.e. the selling price of land. The land revenue levied 
to be a percentage of the land value. 

(4) The permanent assessment of land and the levy of super- 
tax at a certain percentage of the assessment, each year, to meet 
the ascertained needs of the state to be made with the sanction 
of the legislature. 

(o) To effect a permanent settlement of the land revenue 
after an ef]uitablo re-adjustment of the burden in the several 
districts at a certain proportion of the existing assessment and 
to make it a kind of rent charge on land, leaving the proprietor- 
ship of it to the raiyat and the income from land which remains 
over and above that part of it which is allowed for as ihe basis 
of this rent charge to be treated as the corpus of a tax on 
incomes. 

1 may be permitted to indicate my preference to the last 
proposal as the most satisfactory under the present circumstances. 
Any sacrifice that may be involved by the adoption of one or 
other of these proposals will be more than compensated by the 
larger contentment and prosperity among the raiyat population 
which will result therefrom. In view of the powers of taxation 
and of borrowing given to the provinces and also of new sources 
of revenue open to tliein, the financial loss for the time being in 
this direction can easily be made good. Also a more equitable 
system of provincial contribution to the burdens of the Imperial 
Exchequer will leave much larger funds in the hands of our 
Local Government to meet the increased expenditure that may 
be entailed by the growing needs of the state. 



The i(\daptation of t;ie Indian Tax 
System to the Need for Increasing 
Expenditure 

By T. K. Shahani, ma., Puofkssok of History 
AND Economics, Samaddas Colleoe, Biiavnagar 

‘ The most interesting side of history is after all the finan- 
cial side ’ so said an English author conscious of the fact that 
much of the social history of England, the records of its progress 
and development, nay, the very life-struggles of the people 
were wrapped up in the figures of the annual budg(^t of that 
country. Although the constitutional progress of India has very 
little relation with its budget figimjs, the social and economic 
condition of the country can easily be read between these figures 
which ordinarily attract very little attemtion of the average man. 
None the Jess it is expected I hat with the power of the purse 
passing gradually into the hands of the legislature, a more 
intelligent interest of the citizen will be roused in the matter of 
his pecuniary contributions to the State and the way they are 
disposed of. 

On the revenue side, the history of Indian Finance up-to- 
date is characterized by no very great complexity. Land revenue 
had been in India, as in most of the countries of the world, the 
mainstay of the financier up to the era of Capitalislic Industria- 
lism and monopolistic commercial and quasi -commercial 
undertakings of the State. Briefly told, the finances of the 
British East India Company after it lost its trade monopoly 
with the East consisted mainly of land and opium revenue ; but 
as that trading body had never looked upon India with an eye 
to develop it as a modern State, the Indian Finances in the 
scientific sense of the term date from 1859 when Mr. Wilson 
was appointed the first Finance Member of the Government of 
India. The meagreness of the resources of the State and the 
correspondingly slight calls for expenditure are illustrated by the 
fact that the total gross revenues of India were ;£21,000,000 in 
1840 and .^40,000,000 in 1860 with expenditure at ^^3,000, 000 
in 1840 and ^60,000,000 in 1860, the national debt being 
j^30,000,000 and j^0,000,000 respectiveljr. After 1860, however, 
revenues, expenditure and public deby grew apace. Within 
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fifteen years from that time, questions connected with Indian 
Finance drew the attention of Parliament under the adverse 
criticism of Mr. Henry Fawcett who, however, was ably met by 
brothers Strachey in their most useful book on Indian Finance 
and Public Works [lublislied in 1882. The Indian revenues 
under proper manageineiit had shown a fair amount of elasticity 
as the figure of 1880 showed an iiiit/rovement of nearly 
j 625,000,000 in the gross — excise, customs, salt, stamps and 
registration fees having been gradually added to the list of 
imposts levied on the country. 

In the course of only two decades (18130 — 1880) the country 
had made considerable progress in internal development and had 
been brought in closer touch with Europc^an markets and civili- 
zation. The demand for Pailways and Irrigational Works 
quickened, and huge sums of money had to be borrowed from 
the English money market to launch these productive works. 
The national debt mounted up to .£160 millions in 1878. The 
days of inertia or chaos were no more. An occasional outburst 
on the North-West Frontier did indeed cause a deviation of funds 
which would, otherwise, have been utilized for the internal 
growth ; but on the wliole the country improved its resources by 
the mere operation of orderly Government and the quickening of 
communications. The exchange uncertainty, however, would 
not let our finances run on a smooth course. The fullness of 
our exports had not yet been reached and the huge obligations 
we had contracted had to be met by an annual payment of .nearly 
£20 million in gold. The silver revenues of the Government of 
India had therefore to be augmented by a little increased taxa- 
tion on salt and for(iigii imports, but with all that our gross 
revenue of £i)6 millions in 1880 showed an improvement of 
only £5 millions at the end of two decades. 

In the quinquennium just preceding the war the country 
passed through a period of undoubted good times, the monsoons 
behaved excellently well and the railways yielded a substantial 
net return, our total revenue rising from £75 millions in 1909-10 
to j 686 millions in 1912-13 and £ 84 millions in 1913-14. In this 
interval again, beyond a small duty on imports of silver, petro- 
leum and manufactured tobacco, there was no additional burden 
imposed on the tax-payer. On the other hand, a substantial 
reduction in the rate of duty on salt was effected by the Govern- 
ment of Lord Minto. The bumper surpluses of this period 
Oi phenomenal prosperity were used towards the reduction of our 
unproductive national debt which, at the time the Great War 
ov^oak ua, stood at only three croies of rupees out of a total 
28 



debt of 415 crorcB, all the rest being of a productive character 
yielding a return considerably in excess of the interest we had to 
pay for the total amount borrowed by us. This element of the 
linancial strength of India stood the country in good stead during 
the stress of the war pei iod. Our fresh obligations on account of our 
contribution to the war expenditure caused no entrenchment on 
our annual national revenue, as our productive works yielded a 
return sufficient to cover the total interest charges we had .to bear 
and still leave us with a margin of profit amounting to .£12.} 
millions. Our increased military expenditure, however, imposed 
fresh burilenson the tax-payer to the tune ol nearly millions 
imposed mainly on the Tariff (an almost all-round 7.J per cent, 
sugar 10 per cent) including l<lxports Duties on Jute and Tea, 
and on the incomes of individuals and Companies under the 
principle of Sui)cr-T.‘i,x and ‘Excc^ss Profits' Duty. Not to miss 
the opportunity of convincing everybody that we were in the 
midst of war times, even the duty on salt was slightly raised. 
Our Imperial Kcverine last year stood at nearly i/llO millions. 

Before proposing how the Indian 'I’ax System should be 
adapted to the need for increasing expenditure, it behoves us to 
abandon the shibboleths of the two opposing camps : — 

(i) That India is a very poor country — already v(5ry heavily 
taxed in proportion to the percapita income of the country. 

(ii) India is a very lightly taxed country, since a great portion 
of the Indian r(wenues is obtained out of commercial or develop- 
mental functions of Government and out of land revenue and 
tributes from Native Slates --all of which, it is argued, stand on 
a basis different from taxation. Both of these views must be dis- 
carded if any reasonable s<jlution of the (pKJstion is to he attained. 

The Honourable Sir Ibrahim Uahimtoola in the course of 
discussion on the Annual Financial Budget of the Govormuent of 
India (11117-18) was the latest exponent of the first view when he 
tried to show that wliej*eas the Indian tax-payer was contributing 
to the State per year Bs. 5 out of his per capiko annual income 
of Us. 30, i.e. nearly sixteen per cent of his income, the English- 
man was burdened only to the extent of eight per cent of his 
income, i.e. about £4 out of his annual income of c£50 to .£60. 
This same note has been continually rung by all the critics of the 
British Government in India. That we are a poor country, as 
every country mainly agricultural must be, is a point which needs 
no labouring, hut a constant harping on it does us as little good as 
did the. ceaselessly plaini ive moan of Mrs. Gummidge ‘ I am a lone 
and Iprn woman * in Dickens’ David Oopperfield. Moreover, it is 
.demoBstmbly wrong to. maintain that we are still where we 



219 


when Mr. Fawcett criticized the Government on its financial ar- 
rangements or when Doctor Dadabhoy Naoroji \vn >t.e his ' Povt'rty 
of India*. The vast progress made by the country in its produc- 
tion aided by great facilities of communication in the course of 
the last thirty years gives room for a very hopeful outlook, and 
one may reasonably presume that we have left the average of 
Rs, 30 per capita annual income far behind. Tliat the masses 
are no,t that helpless miserable lot entirely dependent on the 
mercy of elements was well borne out by the results of i.hc last 
Famine conditions in the greater part of India. There is so 
much work w'ith brisk wages all round that it almost looks 
as if no one has now any leisure to fiuil miserable. Besides, 
in any arrangement of modern tax system the w^u’ght of taxes 
is always distributed according to t]u‘ capacity of tJiose who are 
called upon to bear it. The burdens art' to he [lut tui the 
right shoulders. The days of proportional taxation are no 
more : it is the principle of progressive taxation that rules. The 
duty of a citizen to support the State increases at a rate more 
rapid than the increase of his property or his income. But 
wliile it is true that the brunt will be borne liere, as else- 
where, by the well-to-do, it is devoutly to be wished that the 
instinct of maintaining the State came mort' and more to be 
recognized as no less important than the having of the very 
first necessaries of lif(j. The State is as great a necessity as air, 
water aud bread, and tlie consciousness tliat it is our State 
which we liave to maintain musl grow rapidly through the vast 
masses of the country for financial as well as political reasons. 
They ought to be interested in how their money is being spent 
and they are to learn to feel themselves identified with the 
country. On sonic such considerations it may not be quite un- 
reasonable to make a commodity of universal consumption an 
object of impost of whicli, as far as possible, a full consciousness 
must be imparted to the tax-payer. 

Those who argue that India is very lightly taxed, i.e. only 
about Rs. 3 |)cr head in the course of the year (i'44 millions 
over a population of 250 : millions), since a great part of the 
Indian Revenue is obtained out of commercial and quasi- 
cominercial undertakings of Government, lose sight of a very 
important consideration in any financial arrangement, viz. that 
the taxation of a country is to be viewed at as a whole system 
which envisages all possible avenues of revenue. In that system 
are included the direct and the indirect taxes as well as the 
profits accruing from the various monopolistic fee-bearing 
services of the State. The ancient and the medieval State which 
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was practically summed up in the personal ruler of the State 
resorted to the practice of reserving State domains for yielding 
public revenues. The modern State undertakings originally 
started with the welfare object wore incidentally found to yield 
a surplus to the exchequer, and as they have never been worked 
on the principle of quid pro quo, profits accrue, i.e. the general 
consumer pays for the use of these various State monopolies 
more than what il. exactly costs the State to run them. The 
appropriation of these sums by the exchequer is perfectly 
legitimate, for they afford a relief to the tax-payer exactly in 
proportion to their strength. Lord Meston in the course 
of discussion on his budget of last year threw a great light 
on this point in the following words : — * Railway receipts are 
not a separate fund of which Government are merely trust- 
ees and which is quite apart from our ordinary revenue 
such as the Paper Currency Reserve or the Gold Standard 
Reserve. They are an integral part of oin* general revenues, just 
as much as our receipts from Forests or Post Office, or any other 
commercial or quasi-commercial activities of Govermiient, and 
we are entitled to use the receipts for ordinary purposes just as 
in the old days, when tho Railwjiys were producing a Joss in- 
stead of a profit, genernl revenues had to makf‘ that loss good. 
If then we did apply the Railway receipts very largely to ordinary 
purposes, we should not be doing anything wrong. Prussian 
Railways are well managed and their revenues have contributed 
a great deal to the general administration of the country’. In 
fact, these monopolistic undertakings of the modern state are an 
excellent supplement to the taxable mat(.*rial available in every 
country and have a further merit of softening the rigour of 
taxation under the guise of service rendered for the payment. 
Therefore, while fully allowed to find room in any modern 
financial systtim, they must not he mentioned as f-tanding 
absolutely beyond the pale of the taxation system of which they 
are an integral, though least felt part. Even the land revenue 
which has hitherto occupied an; anomalous position of being an 
affair of the Indian Executive on the interpretation of its being 
the old Rajabhagan is absolutely without jiny ground for ex- 
clusion from I he g(*nerMl tax system of the country. In con- 
nection with this Lord Selbornc*s Committee on Indian Reform 
Bill remarks; ‘The principles governing the revision of the 
assessment of land revenue should be brought under closer re- 
gnlation by statute as soon as possible, as part of a general 
I olicy of bringing withiu purview of legislation the imposition 
of new burdens 
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Wo are in the midst of an era of increasing expenditure 
which needs must call for many sacrifices from us. ‘ In order 
to make us love our country, our country ought to be lovely’ 
said Burke. Our lot is cast in India, let us be a credit to it. 
The generations after us must bless us in the same way as do 
the descendants of go-ahead, enterprising, self-sacrificing settlers 
and pioneers in a new land. Hitherto the Government of India, 
the chief custodian of all our interests, has been with the best of 
intentions obliged to move slowly and cautiously in the matter 
of reform. The last war was, however, a great eye-opener. In 
the memorable words of His Excellency the Governor-General, 
‘ the war has made us realize as never beirre how we in India 
have been passing our great resources by. Thrown back on our- 
selves we have already increased our output of industrial products 
in several directions a hundredfold, and this war will have proved 
a blessing in disguise, if through its teaching, we shall have learnt 
how a great field of enterpriser lies open to us in the industrial 
and agricultural sjdieres, and how necossarv it is to organise 
ourselves imiusirially. This war is the birth -date of India’s 
inc ustrialism' (Lord Gholmsford). On another occasion in the 
Council, His Excellency the Governor-General was obligtid to 
acknowledge how the war period had necessitated an arrested 
progress in education, sanitation, public works and kindred objects 
which are in other countries ‘ the touchstone of civilized life ’. As 
mu.'h leeway lias to bo made up, the country must prepare itself 
for increased iinaucial burdens, hinhancement of taxation 
is much more difficult in a country liktj India, a.s regards carrying 
it out equitably and without friction than it woul.i he in Western 
lands ; it would, therefore, be Utopian to expect absolute unanimity 
in respect of fresh taxation, especially on the part of those who 
have to bear the brunt of it. Yet a little s[)eculation on this 
point may be permitted to a student of Finance who lijis no 
particular interest to defend : — 

(1) T^he first head to suggest itself to Tie writer is an en- 
hancement ill tlie general Tarill import whei*e a i wo and a lialf per 
cent to four yiid a half per cent increase may be effected without 
hitting the consumer very hard. An imposition of ten to twelve 
per cent ad valorem on all articles of luxury including foreign 
fabrics is intended to fall mainly on the \vt‘114o-do classes of 
consumers and at the same lime may serve the useful purpose of 
giving encouragement to home-made goods wanting to compete 
in that line. Foreign imports of sugar will have to be treated 
more harshly with iparticular reference to the interests of 
Indiau-made sugar X^ubject to the Beport of the Indian Sugar 
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Committee). In the c«TiSe of foreign liquors, petrol, manufactured 
tobacco, silverware and other curios ;twenty to twenty-five per 
cent ad valorem need not be considered a disconcerting measure. 
If to this we add a revision of export duty on tea and jute and a 
fresh impost ot export duties on raw cotton, we should reasonably 
hope to find tin* Tn lian Exchequer richer by four to five millions 
of pounds. It will, of course, be the business of the Government 
experts to adjust the Tariff, but it is hoped that it will, do so 
with an eye to add to tho Public Kevenues as well as to give the 
indigenous industries a fair share of encouragement. India's 
agricultural wealth is likely to remain long in brisk demand in 
the depleted markets of the world : therefore there is no great 
fear of our export falling off on account of either a diversion of 
oni* raw materials for home manufactures or on account of our 
penalising the foreign imports by i*n.ising a fairly stn>ng tariff 
wall. A certain amount of callousness to the better class of 
consumer is unavoidable under the proposed at rangement. 

(2) As the burden of taxation is mainly to bo borne l)y those 
whose shoulders are broad, the next line of attack will have to 
be the huge profits of the merchant and the Indian manufacturer 
of to-day and to-morrow. What was just permissible as a war 
measure may, with a few modifications, be made a permanent 
feature of the revenue system of a progressive country. The 
war profits duty has a bad odour about it : therefore it should btj 
entirely replaced by the super-tax and the oi’dinary incoriie tiix. 
Inelasticity under this head of revenue was a feature of by-gone 
times. It only requires the lynx-eyed vigilance of the Indian 
Chancellor of Exchequer to taj) this sonrijc of revenue equitably 
in the best interests of public finance as well as tlu^ growth of 
further national production. 

(8) If the urban magnates arc subject(xl to a searcbligJit, 
the rural magnates -the lords of broad acres ot land — must not he 
allowed to escape their due share of n'sponsibility to the State. 
It is by no means enough that they pay at the ])resont rate of 
land Hivenue assessment from which even the poorest peasant 
farrner, a Ryot holding one acre of land, cannot claim exemp- 
tion. A clf^ar line of demarcation should be made to distinguish 
the big land-lord from the middle class land-holder. The poor 
peasant-farmer, again, must be differentiattid from both these 
classes of land owners. Something corresponding to Super- tax 
in the case of tlie first and ordinary income-tax in the case of 
the second class must be added to the present rate of revenue 
assessment. Perhaps a more humane though bolder proposal 
will be to exempt outright the lowest class of land^holders 
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(whom it is a mockery to call land-holders) the most hard- worked 
and the hardest hit it India— from all Government land revenue, 
reserving him only for local cesses to feed his 'I’aluka and Dis- 
trict Local Boards, and to shift the burden to the big species — 
just those whose shoulders are broad enougli to bear the brunt. 
The peasant may be left to stand his contribution to the State 
in the shape of indirect taxes on his salt, petroleum, etc. Pro- 
vincial, Governments, will have no easy nut to crack it they 
launch themselves on a sea of sclieiuos of internal reform with- 
out making the rural magnates pay the State their full share. 

(4) Another impost for which the time seems to be fast 
approaching, if we are not already in it, is a levy on Inheri- 
tances and succession ot all fortunes abovii five lakhs of rupees, 
which in the case of direct heirs should neviu* cxciuul two per 
cent. 

(5) The town-landlord whose property and income grow 
with the growth of urban population but whose rapacity 
could only be resti ained in these days by Rent-laws must make 
ample contributions to the exchequer in addition to his liability 
for Municipal dues. Mere application of income-tax rules will 
not do in his case. The merchant, the manufacturer, or even 
the rural landlord takes a certain amount of risk in his 
productive work, and thii profits of all these are in a measure 
due to their personal foresight, judgment, ejiterprise, and talent 
for administration. The town landlord inak(;s a safe invesiment 
and goes to sleep: his rent grows with the spontaneous growth of 
lh(i town. His is the pr*iperty which is essentially on the 
defensive. His contribution to the Public Exchecpier must, 
therefore, b(^ distinctly greater than the corresponding sliarc of 
owners of other kind of income-yielding property. 

(0) Railway freight charges are capable of a slight increase ; 
but care must be taken thai the enhancement does not becxime 
a handicap to free movement of goods. 

(7) While excise duty on home made cottons should out- 
right disappear, salt tax may, without oUence, be raised to 
Rs. 1-8-0 per maund. The writer is quite conscious of the 
strong opposition that would spring up against a suggestion of 
this sort, but he has strong reasons for maintaining it. In the 
first place, it is no heresy to say that the poor man’s stake in the 
country should be greater than what it is. Secondly, lor the 
various benefits that are to accrue to him in the matter of 
education, sanitation, medical help, etc., it is not too much to 
ask for the sacrifice of a few pies more from his monthly budget. 
Thirdly, with the development of indigenous industries the 
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field for his employment will be considerably widened, his labour 
will be much in request, his wages will therefore increase though 
there may be a slight otf-set by way a rise of prices : but, on the 
whole, his staying and purchasing power will have much improv- 
ed. Taking all those things into consideration, a slight addition 
to his sacrifices for the State which does so much for him 
should not be viewed with absolute disfavour. 

(8) On the side of coiiiniercial and quasi-commercial under- 
takings of the Stale, Forests, Railways and Irrigational Works 
are all distinct sources of growing income. No Government 
can in these days afford to slacken its pace in developing what 
helps the Exchequer and is at the same time conducive', to the 
general prosperity of the State, llie Indian Mercantile Marine 
and Commercial Air Craft are two other great needs of the 
country. If the State is tor any reason unable to bring these 
within its sphere of commercial undertakings, it should give 
every possible encouragement to the indigenous attempts in this 
direction under a guarantee system which, in course of time 
may enable the State to participate in the profits of the 
concerns. 

But after all has been told about obtaining the ways and 
means to meet the increasing expenditure, perhaps the greatest 
asset still remains behind, and that is, ‘Economy, Economy, 
Economy in Expenditure’. Magnum parsivionia est vectigal 
(Parsimony itself is a great income). From Cicero down to 
Burke, to Gladstone, t(» Gokhale, to Lord Meston the continual 
cry of the public financier is that parsimony in one direction 
may avoid taxation in anothen*. 

Said Lord Meston in th(^ corn s 3 of iiis last year’s budget 
discussion : — * You may think that economy is a threadbare 
motto in our Financial Statements, but I am convinced that, 
coupled with courageous outlay on the essentials of progress, 
a strict economy in all iion-esscmtials will in the near future be 
more necessary than it has ever been. ’ 



^ A note on Post Reform Public Finance 
in Bengal 

B. K. Bhattaciiaiiya, Rajshahi CofiLRaE, Bengal 

Mr. Bhattacharya dealt in considerable detail with tlie 
finances of Bengal, and estimated the need for increased expen- 
diture as follows : — 

Recurring Kxpendituiti. Capital Expenditure. 



Bs. 

Rs. 

Education 

... -2,08,25,000 

2,(i4,45,000 

Public Health 

... 40,00,000 

8,00,00,000 

Roads 

25,.50,000 

9,00,00,000 

Agriculture 

5,40,000 

11,00,000 

Industries 

12,00,000 

18,00,000 

Co-operation 

34,24,000 

... 

Total 

... 3,25,39,000 

19,93,45,000 


He proposed that the resulting deficit should be met partly 
by a Provincial Income Tax, and partly*by contributions from 
the Government of India. 
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DISCUSSION 


Mr..G. Satyanauayanamurti deprecated the idea that there 
was any necessity for increased taxation. He also deprecated 
increased capital expenditure on railways, alUiging that, accord- 
ing to a recent Famine Goininission Report, the maximum 
mileage liad already b(!cn attained. On the other hand, he advo- 
cated increased expenditure on waterways, which are toth pro- 
duces and distributors of agricultural produce, whereas railways 
only distribute it. He opposed Prof. Shahani’s suggestion of 
increasing the tax on salt, a vitally necessary part of the poor 
man’s food ; and recalled the Gladstonian dictum of the neces- 
sity for impartial treatment of direct and indirect taxation. 

Mu. T. K. DoRAiswAMi Ajyai* opposed the proposal of a 
house tax, and said that Indian finance is in a very soiind condi- 
tion as compared with British, and the proposed tax was as un- 
necessary as it was objectionable. 

Rao Bahadur K. Vkkkata Reddy discussed Mr. Ranga- 
swami’s suggestion tluit the responsibilities of the J3ritish 
Government should be lightened by converting Zemindaris into 
independent principalities. He said that the Zemindari ryot 
valued his citizenship very highly, and would greatly resent 
being deprived of it ; and the fact that Zemindars notoriously 
were very lax in using their existing powers for the benefit of 
their people was no good argument for giving them greatly 
extended powers and responsibilities. He also had great doubts 
about the wisdom or practicability of the substitution of a tax on 
incomes derived from land for the tax on land. The great 
majority of ryots were illiterate, and, almost universally, they 
kept no accounts. To ascertain how much they ought to pay 
would be extraordinarily difficult, and it would be still more 
difficult to make them understand the way in which the tax was 
determined. Further he did not think there was any necessity 
for any great changes in the existing system. The financial con- 
dition of India was sound, and if the present rate of exchange 
should continue there would be a great further easing of the 
financial position. 
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Mb. T. G. Abavamuthan said that Prof. Rangaswami*s 
proposal for the abolition of the Land Eevenue was the only 
solution so far put forward for the complications that have arisen 
out of the Permanent Eevenue Settlement ; and that his propo- 
sal for the taxing of all incomes — high and low — was equally 
commendable as it was the only practicable way of enabling the 
state to feel the economic pulse of the body politic, of measuring 
fully and accurately the extent of social responsibilities, and, 
finally, of rendering social justice. 

Prof. Burnett Hurst ix)mted out that theju had been, 
during the last few years, a tremendous rise in the values of land 
in the cities of Bombay and Calcutta. This was due to the fact 
that capitalists had made huge profits during the war and 
wished to invest those profits in land and building. For that 
reason they found that hoiises-and land had been changing hands 
at very high figures. During the last few decades there had 
been a tremendous in(;r<‘ase in the value of land in places like 
Bombay owing the extension of factories and improved railway 
communication. The landlord who had been sitting tight 
doing nothing and introducing few improvcmients had now been 
able to benefit by the increased value. In these circum- 
stances, he maintained that it was the right of the state to shaj'e 
the increase of the land value, and urged that the proceeds of 
this taxation should be devoted to the betterment of those classes 
who had been suffering from the greatly increased rent. 

The Hon. Rev. E. M. Macphail touched. upon the question 
of the distribution of the burden of Indian taxation upon the 
various i)rovinces, and pointed out that Madras was paying much 
more than its fair sharcj. He thought the question of bringing 
about an equitable distribution, fair to all provinces, was worthy 
of the attention of a conference of (xonomists. He pointed out 
that in all questions of taxation the tenctency was to try to shove 
the tax on another . man. Hence in the present assembly it was 
probable that everybody would agree that it was desirable to tax 
the very rich, and to build up a system of progressive taxation 
whereby something could be done to relieve the really poor. 
But when it came to be decided who were the rich who ought 
to pay, and the really poor who ought to be relieved, every class 
was ready to claim relief for itself. He had always felt great 
sympathy with the idea that the unearned increment in the 
value of the land should be the property of the whole community, 
and was therefore a specially proper resource for taxation by the 
state. For this reason he had always been an advocate of tem- 
porary as opposed to permanent settlement. There might be a 
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need for redressing particular grievances, but he would be very 
unwilling to see the principle given up that the state has a right 
to share in the increased value of land where it has been brought 
about by other means than improvements by the private land- 
holder. And he regarded the proposal to levy income tax upon a 
vast number of very small land-holders as entirely impracticable. 

Du. (jiiiBEHT iSfiATKii fullv endorsed the remarks of tlie two 
last speakers. Referring to Mr. Bhattacharya’s paper, he point- 
ed out that it was no doubt very popular in Bengal to say that 
tlui Government of India should pay, in grants, a great part of 
the expenditure needed for the improvements in Bemgal services 
which Mr. Bhattacharya advocated, hut this meant that the 
poorer provinces like Madras, alr(3ady very much more heavily 
taxed than Bengal, should have still further taxation laid upon 
them, in order that the money might be paid over to the richest, 
and most lightly taxed, province of all India. Madra:; was en- 
titled to have it say on that proposal. Bengal had iisown remedy 
in its own lands. Me strongly dciprecated Brof. Rangaswami’s 
reference to ‘ a scrap of paper ' in cojniection with Permanent 
Settlement. It was true that back in the eighteenth century the 
East India Company had given the Zaniindars of Bengal to un- 
derstand that it was not its intention to increase the revenuti 
from any ‘ permanently settled ' estate, and that pledge was 
honourably liilfill(;d to the verj- and of the Company's existence. 
J3ut now the Company had ceased to exist for over sixty years ; 
and under the Reform Scheme, fjand Revoiiiic became Provincial, 
and Provincial Revenues came undc^r the control of (he elect- 
ed representatives of the people. It was absurd to (ionteud 
that any pledge by au extinct foreign trading ctu'poratioti as to 
what it would or would not (ixact from fudian land-holders 
should prcivcnt a representative Government of Bengal or Madras 
from raising the revenue necessary for such services as edu- 
cation, sanitation, transport, protection of life and [)roperty, in 
whatever manner seemed to thorn most just and beneficial. If 
such a government decided to increase its revenue? by abolishing 
Permanent Settlement, it would be doing what is wise and just, 
and no imputation of bad faith (;ould be laid against it. 
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in general or in special economic problems, it duly clectefl. 
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SIXTH ANNUAL CONFERENCE 

HELD IN 

LAHORE 

January 16th, 17th, 18th and 19th, 1923. 

FIRST DAY — Tuesday, IGtli January, 1923. 


OPENING ADDRESS 

BY 

Hts h!zcBI.I,K.vc^^ 

SIR EDWARD MAOLAGAN, K. C. S. I., K. C. I. E., 
GOVERNOR OF THE PUNJAB. 


The tii'Ht Meeliiig of the Ooufereuee was held in the Town Hall, 
Lahore, at which most of the Members of the Reception l-oinmittee 
and a large number of the general public wore present. 

Uis Excellency Sir Edward Maclagan, K.C.S.I., K.C.I.E., 
President of the Reception Committee, took the Chair at 11-0 a.m., 
and said 

Mr. Coyajee and Gentlemen, 

I am very glad to find that after trying other centres in India you 
have selected Lahore as the site for your sixth Annual Conference, and 
it is a distinction for us that this Conference should be presided over 
by so eminent an economist as Mr. Coyajee. We have a number of 
gentlemen here who study Economics, and the subject is, as you know, 
nne of growing interest among students at our (’olleges. The Deputy 
P^sident of our Legislative Council, Mr. Manohar Lai, is a foxxner 
Minto Professor of Economics in the Calcutta University, and though 
busy with Council and professional work, he finds time for studies in 
Econonuc Smence, Our University has recently entertained its own 
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Professor of Economics (Mr. Myks) and with liis help a combined class 
of students for M.A. Economics, taken from all the Arts Colleges in 
Lahore, has been established, the teachers of difierent Colleges combining 
their teaching for this class. You will therefore find not a fcw^ kindred 
souls among us and we hope for much real benefit from your stay. 

We are the more appreciative of your visit as we have ourselves in 
recent years tried to encourage the study of our own economic questions 
by the erection of a Standing Board of Economic Enquiry. The Board 
was started In August, 1919, and has taken up a number of subjects for 
investigation. It receives a small grant from Govornment* and it has 
at present— if I may dare to use the expression — a steel frame -work of 
Government officers, but it is in its essence an academic and non-poli- 
tical body ami a large and increasing amount of the work done by it is 
done by noji-officiak. I hope that when it lias found its feet it will 
evolve into a purely scientific body assisted by the Government and 
assisting the Government but not in any way under Govcwiment control. 
It has from the beginning been divided into two sections which deal 
with rural and urban subjects respectively. It has pul together some 
material on household budgets and on the economic condition of eoTtain 
defined groups of villages. And it has taken up enquiries into such 
varied subje.ets as the size and fragmentation of holdings, the economic 
condition of factory hands, and the supply of milk and gliec', all of which 
subj(!Ots are of much importance to us in this Province. It has com- 
ineiicecl tlu‘ organization of a bureau of statistics and it has furnished 
Government, with opinions on Trade Union liOgislation. 1 hope tiiai 
members of our Board, many of whom are present, here to-day, may 
receive fresli inspiration for their efforts from the proceedings of your 
Conference. 

I afn glad to see that several of our Punjab Govenimeiil and Uni 
versity officers havi* arranged to read papers before you,--]VIr. Al)ei is to 
speak on our Factory Jjegislation and Administratioti, Mr. Myles on 
Industrial Development and Training, Mr. Calvert on the Consolidation 
of Holdings, Mr. Strickland on Co-oj)erati\'e Farms, Mr. Dai line on 
Rural Debt and Mr. Jacob on the Periodicity of Food Prices. Three 
of these officers arc members of our Co-operative staff, ami 1 am parti- 
cularly struck by the valuable literary work which the Co-oi)erative 
officers in our Province have been able to do not only in their own line 
of co-operation proper butalso in general economics. Messrs. Darling 
and Strickland have published valuable accounts drawn from first-hand 
experience of the conditions of co-operation in various parts of Europe 
and Mr. Calvert has produced an admirable series of studios in Punjab 
Rural Economics under the title of “ The Wealth and Welfare of the 
Punjab. ’* This last is a work which investigates the practical results 
of the application of economic theories to our rural problems and it is. 
I venture to think, a book which every one interested in the economic 
progress of India should read and assimilate. 

I know that to some of you the practical results of your investi- 
gation are matters of subsidiary interest but to us who have to deal 
with administrative questions the practical results are what we look to. 
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Few administrators and politicians liave time to be economists, but 
if they arc wise they obtain, when they are young, a general view of 
economic principles, and as eurli problem arises they learn as best they 
can the recent developments of e.conomic theory on the question at 
issue. The mainlines on which we look at this time for development in 
this Province are - to put it briefly- -Education and Agriculture, and on 
both these lines your studies have a marked bearing. In Western Canada 
we are told that more than half the farmers are graduates and though 
we are here still a long way off these conditions, we are trying to 
foster both Education and Agriculture and the application of the one to 
the other. If I may refer to history i would exemplify the importance 
of these lines of development Irom l.h<‘ experience of Scotland. During 
the seventeenth century Scotland was subjected to a turmoil of political 
and religious controversy and when the Union took place at the begin- 
ning of the eighteenth century, the only feeling through the country 
was one of intense hatred towards England and despair for the future. 
But the Scotcli soon learnt the value of peace and for years they devoted 
themselves to the development of a thorough system of education and 
a scientific application of rural economy. 

There w’as little enough theory at the back of this at first, but before 
the cighteentli century was over the Scotch had not only provided for 
their country the best (Klucation and the best agriculture in Europe but 
by the publication of The Wealth of Nations ’’ had made the first 
substantial step towards the systematic study of Political Economy. By 
the end of the century the Scotch had emerged from the condition of 
a second rate appeuage of England to a position in which they led the 
van of progress and controlled the dcstinif’s of the United Kingdom : 
a result which was dm* almost entirely to their ha\nng followed— 
eoasciously or unconsciously the dictates of economic principles. 

I hope you will not think me presumptions to liave brought this 
old example forward but it shows I think the advantage of the practice 
vvhich you all stand for— that of clear tliinking applied to the complicat- 
ed realitiea of economic life. You strive to make us think accurately. 
You will not allow tlie poet to say 
Every moment dm a man^ 

Every moment one is born, 

but like Babbage, the mathematician, you point out the inconsistency 
of the statement \vitli the increase of the population and you insist on 
oiir substituting 

Every moment dies a man. 

And one and one sixteenth is bom. 

All this is to the good and I anticipate the greatest benefit from 
Conferences like this which encourage men to bring together facts un- 
tinctured by prejudice or passion and to extract lessons from them ii. 
the cold light of accurate thought. I wish you all success, gentlemen, 
in your meetings at Lahore. 
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FISCAL POLICY 

BY 

f 

J. C.'COYAJEE, Esq., MA., PRESIDENCY COLLEGE, CALCUTTA 
Your Excellency, Ladies and Gentlemen, 

On behalf of the Indian Kconoinic AsKociation ] have to express 
my deep thanks to Your Exc'ellency for your words of cordial welcome. 
I have also to cxpn?ss our obligation to the Local Secretary and the 
Iteception Committee for their iulinirabh* arrangements. The philo- 
sopher Plato observed that things will go well with the world when 
either kings were philosophers or pliilosophere wen» kings. Jn a similar 
way the economists of India must augur well for the economic 
tutim* of India when they see an economist in the Governor of this pro- 
vince— an economist whose dicta on co-o]x»rution tliey liave studied 
long with great advantage. 

The great fiscal controversy which occiijiied the iiolitical as well 
as the academical circles of the western world for over a century and 
which for over half a century has loomed large in the field of Indian 
Rconomics has recently assumed an acute and j^lracticaltiiin in our own 
(country. A great deal of preliminary work has Ixjen done in the matter 
by the Indian Fiscal Commission, and the Government of India and the 
Indian Legislature will soon pass judgment upon the suliject. But 
l)efore such a judgment is pronouncetl the controversy must come before 
the economist's of India as Indore a jury of ex|K*rts wliose privilege 
it should lx? to pronounce a well-considered verdict and to give a lead to 
the nation. I am deeply obliged to you for giving me this opportunity 
of introducing the subject. But tlie asiiocts of the fiscal j»roblein are 
many, and in the space of a few minutes I l an only indicate rather than 
deal exhaustively witli some of the aspects. I shall liegin by apprais- 
ing the value of some arguments for protection, and then will examine 
the nature of discriminating protection. I would end bv noticing 
the problems of foreign capital and the excise duties. 

As regards the arguments for protection the place of honour was to 
be given to the infant industry argument of which the force was increas- 
ing automatically with the increase in complexity and scale of business, 
the rise of joint combinations and the growth of expori policies and 
devices. A co-ordinate place was to be given to the argument for the 
diversification of industries but not much importaiw was to bo attached 
to the revenue argument, because protectionist tariffs did not yield 
big revenues except in countries where the body of consumers was ver}- 
rich. The case ofJapan had been cited to the contrary but with no good 
reason because relatively to the other sources of revenue the }ield of 
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easterns revenue as well as its elasticity were low. Again, in India in 
tKe last 16 years customs revenue had multiplied faster tlian most 
other sources of Toveiiue, ^Yhi]e in the ease of .laj)an tlie customs revenue 
increased much less fast than other sources of revenue. 

Coming to discuss the nature (»f discrimiimting protection, 1 would 
point out that its advocates estimated eorivctly the limitations of 
the potentialities of protection. High economic authorities had jminted 
out that protection must. w(wk within the li mits of (•omy)arati ve economic 
advantages or of what is called comparative qosIs. Any attempt to 
pash protection beyond these reasonable limits would redms* our e.xyiorts 
as a consequence of reducing the pro|)er sci)|>e of international exchange 
of conuuodities. Indiscriniinate protection abdicated tlie fum tion of 
protection which was to guide national production into com|»arativelv 
more productive liues. In a word the whole scheme of discriminating 
protection followed the law of comparative costs it selected industries 
to protect on the lines of com])ara.tive costs : it fixed tariff rat(*s in the 
light of relative costs of production, and finally when the indnstrh's 
had develofMMl tlieir com j)arative advantage in the ]U‘o])er ajid cnnl«*m|; 
lated measun' protec'tion was aboJislied. 

Therf* is a case for pausing before the a<lopTion of tlie rather cnid«‘ 
methods of restriction that have Ihth proposed. When, and if, there are 
signs that a plethora of foreign capital is being attracted towanls India, 
it will be time lor us to think of impositig conditions on it and it will 
comply with them in its own interest. Ifnt as it, is, oiir demand for 
foreign capital for our industrial capital is enormous and the stream 
of foreign capital towards us is becoming smaller with political and oOkt 
troubles. The competition of foreign capital would lighten the burden 
of protectioji on our consumer, would shorten the period of infancy of 
our industry and would give us the much coveted industrial organisa- 
tion and environiiieril. 

Artificial remedies of nationalizing or keeping out foreign capitid 
have never been siiecessful. A reference to 1 he itivestigatinns of authors 
likeGrunzel on the subject shows that restrictions (Ui foreign i-apilal 
do not meet with the approval of even ])rotectioni.st economists. Tlxoe 
are cases of course, where legislation might be conceivably neces.sary 
to prevent exploitation by foreign <*apital or enterprise. There is the 
case where foreign enterprise has formed itself into a monopoly, is ex- 
ploiting the cons\nner and i.s closing tin* op])ortnnities of competition 
to local producers by jneans of unfair devices. But so long as foreign 
enterprise maintains cnm|K*titive conditions and tlie proper plane of 
competition there can te no question of exploitation by foreign rapital. 
The fear of such exploitation is only the ixmiiuisceiice of l)ygone rnji- 
ditions when Indian capital was inert and Indian enterprise, was non 
existent. At such i)e.riod no doubt it was easy for foreign enterprige 
and capital to assume monopolistic powers and exploit the country. 
But .such conditions have passed away and we must not sacrilico our 
present national advantage for the sake of recollections of the past . 
There was also a time when foreign capital assisted by political favom^ 
might have, thought of exploiting a country, but witli the growth c! 
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political autonomy then* can lx* no reasonable suspicion of any such 
state of affairs. 

Finally we must remember that tlie Indian is the natural heir of 
all foreign enterprise and capital. The foreigner when retiring must 
needs sell liis securities and they ai'e thus transferred automatically 
into Indian hands. Thus in many jute mills of Calcutta mon? than 
50 per cent, of the shares am by now in Indian hands in spite of the pro* 
verbial Scotch clannishness and witJi anything like reasonable 
enterprise we should have acquired the predominant interest in the 
direction* of the industry. 

The majority of the (‘(unmissioii has most justly condemned the 
historical origin of tlie cotton excise. It was imposed by a powerful 
rival on a struggling infant couj|)etilor. There was no excuse in free 
trade theory for the duty in fliose days, since it is no necessary part of 
that tliociiy that, every modest revenue duty should be necessarily 
coimtervaiied by an excis(*. Mor<*over, the infant industry argument 
is entirely coiiijmtibh* with free trade theory and the incidental protec- 
tion afforded by a 5 per <*ent. import duty was the least that an infant 
industry could expect as sii])port. 

But we must not mix up an old historical situation with the greatly 
alU^^ed situation of tlie present and we must consider the present excise 
<iuty on its merits. The majority had entire justice to the domestic 
prodiu'er hy advocating for liimsuch |)roteclion as the Tariff Board 
might recommend. The (jiiestion of excise duty according to them 
arose only when an additi<ni;d im])ort duly was |)iit on for revenue pur- 
poses. And even then the excise duty was not to be equal to this addi- 
tional import duty hut wa.; to Ik* smaller in amount. It is difficult to 
see how the excise duty levied under such a scheme could injure the 
development of any local industry. This majority scheme is in fact 
much more favoiirahle to the domestic iiulustry than the Japanese 
scheme. Linder that scheme protection is granted to industry and then 
if further import duties are levied on an article lor revenue purposes 
an eguiyafenf excise is inijiosed iipmi domestic production. Ix't us take 
an example to illiistrati* the scheme of the majority. Suppose an in- 
dustry Tequijx's and obtains a protection of lo ])cr cent. Suppose 
further that for ivveiitu* jairposes an additional amount has to lx* 
obtained by the ta.xarioii of the article, 'riie choice might conceivably 
lie. between an extra im|)ori duty of say lo per cent, on the om* hand and 
an import duty of Hi ]>er cent, aeeompanied by an excise duty of say 
5 per cent. Strong considerations ])reseiit themselves in favour ol this 
latter course. Ex hypothesi the protection reqiiin'd was only 15 percent, 
and a 30 per cent, duty would give over ])rotection to the industry with 
its manifold evils and teiiijitations which an* w(‘ll-ivcognized by 
ticonoinists. Moreover the 30 |K*r cent, duty would raise the price of the 
loreign import to the domestic c*onsiimer unnecessarily high. It will also 
raise the prices of competing domestic products and suhstitiites. (bn- 
!^*cquently the domestic consumer is harmed wliile tlie producer obtains an 
unnecessary amount of bountv. Such over-protection is not very bene- 
ficial to domestic production as a whole and leads to stagnation since it 
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removes all motive for improvement and lor avoiding antiquated 
and backward methods of production. Again the minority is WTong 
in asserting that financial authorities would limit the employment 
of excise duties to the case of deleterious drugs and drink as Ketson 
would have argued. Kach excise duty is to be judged on its 
own merits. Again the majority did not consider it any part of 
its duty to tie the hands of the Assembly as regards the use of 
industrial taxation. If the Indian legislature abolishes an excise duty it 
must first consider from what classes the lost revenue can lx? recouped 
and it will further consider the comparative tax-bearing capacity of these 
latter classes, especially after some of them have been advei’sely affected 
by the action of protection. 

It might be asked “ what was the value of a ])rotoctionist system 
which was discriminating and hedged round by qualifications’’? To 
that the answer is that all fiscal policy must work under j)roper quali- 
fications and on tlie right lines. Professor Marshall had drawn attention 
to the “cumbrous qualifications’* of the free trade position. And it 
has to be remembered that as a policy free trade is simplicity itself 
compared to any legitimate scheme of protectionist policy fur any given 
country. An efficient system of protection is a detailed and delicatt* 
affair and not a matter of easy shibboleths or of facile dogmatism. 


At this stage of the Proceedings the Conference adjourned 
from the Town Hall to the University Library. 



bl^CRiMINATING ^RdTECTlON. 

137 T. K. D0BAI3WAMI Aiyer, Esq., Madras. 

(lu lilie absence of tlie author, this pa[)cr was read by Profosaur 
Myles, lion. Local Secretary). 

It is now sonic time since the Report was published and considerable 
comment has already been made in India and England. Fiscal policy 
is a subject that has been receiving considerable attention since the 
termination of the recent war and tarilf walls have been and are being 
raised in various countries like Spain and U. S. A. with a view tr) keep 
out imports. Even in England where there is a tradition of free trade 
measures had to be adopted like the Safeguarding of Industries Act 
which free traders will be hard put .to it to justify. 

The discorded condition of the Continental exchanges addend to the 
feverish desire of most countries to secure foreign markets and the deter- 
mination to keep their liomc markets from foreign competition explain 
the rage for tariffs. 'Phe view that the course of trade should be left to 
its own devices and that the interference of Govornment.s will only lead to 
1 he worsening of tluj situation has not for some years received whole- 
hearted aupf)ort even in England and now the resources of English 
statesmanship are directed to the problem of devising measures for the 
development on a large scale of Inter-Imperial trade. In India for 
long years there has been a strong public opinion in favour of the policy 
of protection. The foremost English economists of the i)resont day like 
.Marshall and Pigf)u accept that the position taken up by the English 
economists of an earlier generation on free trade was unscientific. 
They admit that backward countries wmtaining rich undeveloped 
resources and a po|mlatioii not sulficiently trained in mechanical pursuits 
may with advantage depart from the |)olicy of strict free trade. 

The soreness of Indian feeling on the matter is due to the fact that 
ill th(^ adoption of Indian tariff policy sufficient recognition was not 
given to the material difference in economic conditions between England 
and India. Without further preface I will pass on to consider the main 
rocoiiimendatiou of the Report. 

The Report is in favour of discriminating protection. Its implica- 
tions arc ; (1) that the industry possesses natural advantages, (2) that 
without protection the industry can develop not at all or not so rapidly 
as is desirable, (3) that eventually it will be able to face world competi- 
tion without protection. 

Two well defined lines of criticism have been directed against these 
riicommendations. The .Press in England and her businossnien and 
politicians are against the above rocomuiendations, pointing out that 
discrinnnating protection is all the same protection and the inevitable 
result in high prices will affect the consumer whose poverty is proverbial. 
The dissenting minute that finds fault with the recommendation as a 
lialting and a vague oue and as not far reaching euougli represents the 
prevalent Indian view. 
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In tliis coniiocition it Avill be pertinent to rcjmirk that thus far in tlio 
history of Britisli India Indian opinion Jias not had decisive weight in 
the determination of tariff policy, l^argely for tliis reason the implications 
of protection and free trade have jiot been thoroughly goJKJ into and aji 
exhaustive examination of all the eonsequenecs good and evil luis not been 
undertaken by Indian students and publicists. 

Just as the Reform Actof 1911) transferring as it did io Indian hands 
the determination of policy in some of the spheres of Government brought 
to the surface differences of opinion which had lain subnierged fill |he hand 
led to the formation of parties or groups based on such differences, so the 
|}robability amounting |M*rha])sto certainly I hat Indian opinion hence*- 
forward will have, decisive weight in the nioulding of Indian tariff policy 
may lead to the eniergouce among Indians of differing points of view. 

Let us discuss in the dry light of economics the main recommenda- 
tion. Those who urge that discriminating protection as the Report hiis 
defined it will not lead to the. rapid industrialisation of India call for t in* 
removal of the safeguards ])rovided for in the Report. Tliey urge that 
these limitations will retard industrial progress and since ])r()tec1i()n is 
called for with a view to inspire confideiice in the capitalists such a half- 
hearted scheme will not realise the intended aitn. 

English criticism against the iwmimondation takes (he line that, 
jirices will rise to the detriment of (he consumer and underneath the. re- 
commendation English critics dcte<*l a <*onspiracy on tht* part of the. 
capitalists and the nianufacturers against the masses. 'Flu? middle 
classes, i.e., the educated section being doctrinaire and out of touch with 
the realities of industrial and cojumercial lib*, is said (<» be playing irit(j 
the hands of the capitalists. 

While the Report is for discriminating prolectioti tlu)se who wrote 
the dissenting minute should not be called inifetlere<l protectionists 
because they concede that the consumer suffers in the initial stages. 
The plea of unfettered protectionists is that from the l)(*ginning of pro- 
tection there is no lo.ss. They talk of new ontl»*ts for capital and labour 
and a home market near by for t he agriculturist. The dissenting minute 
does not take uj) that line. The |)oin1 urged In it is that protection 
hedged in with the conditions laid down in the Report will not bring 
about the rapid industrialisation that they desire. The dissenters do 
not give any convincing reasons for the position they take up. They 
urge that every protectionist country applies proteetion with discrimi- 
nation. The history of protection in various countries however gives 
evidence of iiidiscriminatt? j)rotoction. The fact is that a policy (»f 
protection acts on the nerves of the manufacturers in most linos and also 
on agriculturists, and industries suited and nasuited call for protection. 
The inevitable compromises that characterise public*, life and the con- 
ditions mat surround the passing of t he bills tlirough the legislature 
result in protection being granted to industries all and sundry. 
It is because protection is given to industries wliich ato not suited to 
the country that later on utmost difficulty is felt in the matter of removing 
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the duties. So much for tbp dissenting views that in every country 
there is only discriminating protection. Again they find fault with the 
absence of faith disclosed in the statement in the Report that “ India for 
many years to come is likely to concentrate on the simpler forms of 
manufactured goods.’' The dissenters are not fair in this respect. 
It is not a fact that those from whom tliey differ do not want that India 
should succeed in manufacturing complex machinery. On the other 
hand they feel that granted the natural resources of the country, and the 
agricultural bent of the popuhilion. and the l/emperament and tradi- 
tions of the workers and the middle classes, for many years India cannot 
afford to competewith countries like England, United States of America, 
(jjermany, Belgium, etc., in the turning out of complex products. Those 
who think in this strain do not deserve condemnation. As a matter of 
fact even countries like France and Italy whose industrial organisation 
cannot be considered ))ackward have not succeeded in those lines. 

You have after all to reckon with distinct aptitudes and the specific 
genius of different peoples. The French are suywmo in linos that call 
for delicacy of taste and subtlety of motive. Besides the statement 
referred to is an ex])ression (»f opinion which is not iinwaiTanted by 
tiie facts of the situation. 

If wo take stock of our resources and deficiencies it will be plain 
that for many y(;ars India is not likely to |»ru(iuce complex forms of 
manufactured goods. Coal, iron, hydro-tdectric power, large capital, 
labour efficient and mecliaiih'ally trained, an intellig«*nt class of foremen, 
capable technicians, inventors of processes and bold captains of industry 
are fii^eessiiry for smvess‘ully establishing complex manufacturing in- 
dustries. 

Though we have ]>lentv of coal resources the quality of our coal is 
not very high nor the vjuantit) to l)e compared with that of England or 
America. In fact last year India imported foreign coal to the extent of 
nearly I J million tons. 

As for our labour the Report of Ainscough on British Trade with 
India for 1921-22 says tliat increased wages for coal miners resulted not 
in tlieir improving their conditions of life and their ellummcy but in 
iruireasing idleness. The output of coal per head of the minors fell from 
lll*J tons per head in 1919 to 94*4 tons in 1920 and was i)r()bal))y less in 
1921. It is such labour that has to be trained in mechanical pursuits 
and rendered quite efficient. As for iron it is true that we liave plenty 
of high grade iron ore in Bihar and Orissa. In quality and quantity the 
hematite iron deposits of Bengal compare favournUv with the huge 
A?nerican deposits in the Lake Superior region. A number of iron and 
steel companies are springing up and foreign capital and enterprise is 
llowing into the business. It is estimated that wbrn all the companies 
which are being started will be in working order the oiiti)ut will be 1.J 
million tons of pig iron and I million tons of steel. The figures for the 
United Kingdom of the production of pig iron and steel for 1920 are 8 
milliou tons and 9 million tons respectively. Our resources in iron are 
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really large. In iron and steel production the rr)nipetition India will 
liave to face will however be very intense. Ainscough in his latest report 
says that combinations and amalgamations among steel producers are 
the order of the day in all parts of the world . The United States imposed 
a 100 ])er cent, duty on imports of English steel and in course of time 
was able to bring down her price to the British level. Our iron and 
steel industry will have an era of rapid advance under ])roiection. At 
the same time for a good many years it will be impossible for us to organ- 
ise the production of very complex manufactured goods like say motor 
cars. As for technicians and foremen that is u serious deficicRey which 
will take some lime for removal. The purely literary type of education 
that has prevailed till now is largely res])onsible for tliis. Without a 
large class of engineers and foremen modern industry cannot be carried 
on with success. There is am]»le field for recruitment if we are in right 
earnest about industrial progress and the general good of the conntry. 
The Industrial Commission report says: ** It is not in manual skill, if they 
care to acquire it, or in the capacity for understanding technical ])roblonis 
that the castes which have in the past sought knowledge rather than 
commercial success arc deficient**. The problem of the unem])loyed 
educated class victims to the literary type of education is engaging lln* 
anxious attention of tlie authorities in Bengal at ])resent. In Madras 
also there are increasing numbers of educated peo])lewith the accustomed 
careers closed to them on account mainly of their increasing numbers 
and the financial situalicm. They should not be left to tlieir own devices. 
Such a policy is dangerous to tlie state and inimical to t*conomi(‘ |)rogiess. 
The ministers of development and education may lal:e up this problem 
and by laying the foumlations of a satisfactory solution add to the eeo- 
iioiiiic strength of the country. In view of the additional reason that 
protection will adversely affect the middle class(‘s more than any other 
class it is incumbent on the state to devise measures with a view to keep 
them as useful citizens of the state. The investigation of hydro-electric 
pow’er schemes is not likely to be ])ushed forward on account of |)aucity 
of funds for some considerable! time to come by the ministers of develop- 
ment in the provinces to whose charge such work lias be<m transferred. 
From the foregoing remarks it will be seen that for a long time to come 
we will not be in a position to ])roduee complex manufactured goods 
unless insufferably high protective tariffs are impetsed which is out ol‘ the 
question. 

There are also difficulties in the way of discriminating profectiop. 
Mistakes should not be made in the selection of the industries, and it is 
not always that you can avoid making mistakes. One of the safeguards 
is that the industries should be able ultimately to face world competition 
without protection. How can any Tariff Board, however perfect might 
be its constitution, foresee the difficulties that will arise as an industry 
develops and the degree of success that will attend the overcoming cf 
those dii- lenities ? How can the Tariff Board foresee the new processes 
that will be evolved in the industry in the different countries thus giving 
n special advantage to one conntry over another ? Instances ar(‘ not. 
wanting to illustrate my point. Speaking of the domestic price ol 
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steel in the United Statei? of America bein^ brought down to a level as low 
as the British prico, I'aussig says ‘‘ moreover in Oermany as in the United 
States these results came about in unexpected ways and in oonsei^uenco 
of technical iniprovenients whose effect had not been foreseen. What 
the Bessemer process proved to for the iron trade of the United 
States, the Thomas Gilchrist (or basic) proce.ss proved for that of Germany. 
The basic process had just been perfected at the time when the protec- 
live tariff of 1879 was enacted ; but the leading German iron master then 
declared that it |)roved of no advantage to his country’s industry.” 

The colidition that the industry selected should be able ultimately 
(.0 meet world competition is necessary. But one should not disguise 
from oneself the difficulty of withdrawing protection even when the test 
is ultimately satisfied. Taussig says in this connection “ It liappens how- 
ever that there is always the most violent opposition to the application 
of this, the sole decisive test. In the same breath we are told that prices 
have been brought down and a flourishing industry has been brought 
t,o maturity, and also that the duties must by no means be touched.” 
Bven when the protected manufactures fall to such an extent in price 
that they figure in the export trade of a country thus showing that there 
is no further need of protection the manufacturers concerned raise a hue 
and cry against the abolition of high duties. This attitude is accounted 
for thus : “ The main explanation probably is the general state of trej)i- 
dation engendered by a long continued policy of protection, the constant 
jiroclairaing of the danger of foreign competition, and the parading of 
t he pauper labour argument which always seems to strike a chill of terror 
into employees as well as employed.” 

One of the advantages claimed for discriminating protection in 
the lieport is that it will restrict the rise in ])rice.s. The rise in prices is 
llie consideration that has been urged forcibly by most British critics 
against even discriminating protection. They say. and the commis- 
sioners are not unmindful of it, that the consumer in India especially 
the agricultural masses are living in such poverty that they have barely 
any margin. Under these eircumstances any rise in prices that is 
bound to (*.ome as a result of f)rotective duties will adversely affect them. 
Uonsequeiitly they say proi ection is quite unsuited to India. The answer 
to that is a policy of aggressive free trade has not been incompatiblt* 
with the wretched (joudition of the peasantry, and in view of tlie advan- 
tages claimed for protection in the Report the contention of the English 

critics is not decisive. 

• 

It i.s true that other tilings remaining the same under protective 
duties there is a less profitable employment of labour and capital than 
under free trade. The real income of the country as a >Yhole may there- 
fore be said to diminish. This diminution which will become progres- 
sively less as the industry develojis profitably exploiting the natural 
udvantages that it possesses is the loss that the country adopting protec- 
tion has to face. But in India on the other side of the account must be 
'uentioned the development of productive power due to the expansion 
of the industries. The agricultural industry moreover is over-stocked 
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and the surplus instead of emigrating to countries like Guiana, etc., may 
be absorbed in the industries. I am aware of the argument that tlic 
remedy for the agricultural depression is the cadoption of better methods 
of cultivation, the constitution of economic luildings, etc., and not the 
dubious expedient of protection. The relation between agricultural 
progress and protection will be considered below. Bold and enterprising 
capitalists will be prepared to cotuc forward with their funds to start 
industries under protection. The development of industries will be taken 
up with more zest than the expansion of agriculture. The appetite of 
the capitalist is whetted by the scope for the expansion of « industries 
while he is not equally prepared to use his capital for agricultural 
progress since profits in his opinion are not likely to be as great in 
agriculture. 

On all hands the present condition of India depending for the 
livelihood of 70 per cent, of its population on agriculture is not considered 
satisfactory. The development of a many-sided and vigorous national 
character, the mitigation of the effects of famines, the scope for the invest- 
ment of capital and the growth of general wealth liave been urged in the 
Report as justif 3 nng their recommendations. Wliile dealing with prices 
under protection ivgard must be ])aid to t lie character of the articles 
against which India will require j)roteetion.. Thi‘ Report rightly says 
that raw materials ought not to he taxed and as an ideal partly manu- 
factured articles being the raw' materials for finislnnl industries should not 
be taxed. So our tariff will have to he designed largely to keep out manu - 
factured goods and these constitute 70 and 80pereent. of our imports. 
Inthiscounectionthefollowingobservationsaresignifuant. “ Adnfy un a 
manufactured product commonly is oitlier so liigh as to keep out all 
imports, or so low as to admit all and tluisto he in effect merely a revenue 
duty. True, imports often appear to continue, and a division of the .sup])ly 
between domestic and foreign quotas often ap|K*ars to he hroiiglit ahuul. 
But the appearance is deceptive ; the two sets of goofis on examinatitm 
prove to differ in quality, or to be for ot Iier reasons ni»t in n allty compel i- 
tive.** A duty on raw' materials is more likely to he eompetitive. Tl:e 
reason for this difference between tlie ]»roducts of manufaelures and of 
extractive industries is that the latter are under tlie.operalum of tlie law 
of diminishing returns whereas in;tiuifachire<l [)roduct.s are likely to he 
produced under condifcion.s of uniform cost or increasing returns. So 
the division of the market between foreign and domestic pnslucers is iu»i 
80 likely in manufactured goods. In tlie light of these considerations 
one can see how the duty on raaiiufaetured goods to h(‘ effVetivo must he 
fairly high almost prohibitive. The general poverty of the country 
may be said to militate against heavy duties on goods leading to high 
prices. It is therefore incumbent on the .state to adopt diseriminaiing 
protection, i. e., to levy duties on selected commodities only and not to 
precipitate a heavy increase in general prices by adopting protection lor 
various industries. It will be plain from the foregoing remarks that the 
poverty of the agricultural population is a grim fact that faces us in our 
schemes of development. Argue how yon will there is not much chance 
fot protection without improving the .standard of life of the agricultural 
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classes. It lias been too long neglected and industrialists must realise 
that the best way of creating favourable conditions for manufactures 
is by rapidly pushing onward agricultural iinprovcmoni. The problem 
has to be viewed as a. whole. Our going in for protection necessi- 
tates the devotion of large funds to the vigorous prosecution of agricul- 
tural improvements. The agriculturist will bo induced to improve 
liis standard only when education becomes general. I hold this to be 
important because unless you broaden his outlook you will not succeed 
ill making him improve his standard. 

Sober criticism will grant that protective duties alone will not 
!)ring about industrial prosperity. Asa matter of fact the industrial 
advance of (hjrmany and the United States has been rendered possible 
more by otlier facu^rs than protection. The magnificent natural resources 
in coal and iron In particular, a highly efficient scheme of techni- 
cal and coniniercial education, tlie mechanical a])titudes of the general 
population, (he genius of inventors and above all the. boldness, judgment 
and enterprise of the. captains of industry, explain in the main the pro- 
gress of those countries. It cannot however be asserted that protection 
(lid not exercise, any beneficial influence on the industrial development 
of those couutri(‘s. In the Uiiited States protection for iron and steel 
was among other causes responsibh' for the large profits made by iron 
masters which profits were again invested in business with the result 
l-liere was V(M*y ra|)icl expansion in the industry. It is doubtful if without 
protection such rapid progress would have lujen attained, 

Tim Report says that in ctase an industry does not fulfil the cxpec* 
l-iiiion on wliicli protection was granted, the Tariff Board should be 
charged with the duty of recommending tlie withdrawal of protection. 
'Phis is far from an easy affair. It is such industries that are mainly 
responsible for t he view- ( hat i f once protection is adopted, protection can 
ii(*ver be overt hrowji. Evidently lliesi*. are the industries in which the 
jipplieation of labour and capital is not comparatively effective. But 
capitali.sts would have nuv.h^ their inve.stments and a labour force would 
have been trained to the work in the industry. As legislatures arc con- 
stituted it will be an pxtraordinary thing if legislatures screw up their 
courage to withdraw protection from such industries. 

Thus it will be found tliat I inirc are risks attending the adoption of 
discri initiating protection also but in the present state of Indian industries 
the risks musi- faced and a scheme should be worked out by tie 
Tariff Board in the best interests of the country. 




REPORT OF THE FISCAL COMMISSION. 

Bv B. 6. BfiAT\A(>iAR, Esq., M.A., F.S.8., Lecturer in Economics, 
University of Allahabad. 

It is needless for me to discuss within the purview of this paper the 
historical development of the fiscal policy of India, as it has been recent- 
ly given to us in a masterly way by the members of the Fiscal Commis- 
sion in their Re])ort and by i)i*. Pramathanath Banerjee in his book 
‘‘ The Fiscal Policy in India. ” However, to give us a historical basis 
we might in the words of Dr. Banerjee say that “ The Fiscal History 1)f 
India” divides itself into three fairly well defined ])CTiods. The first 
was the period of the East India (,‘ompany‘s rule, when a protective 
policy was followed in the country. The protection was however 
in favour of Ureat Britain, and against India. The second period began 
with the transfer of the administration of India from the hands of the 
Com]>any to those of the Crown (1858) and ended in 1914. These were 
the days during which the principles of free trade were applied with 
the greatest rigour. During both these periods England carried out 
in India liej* own trade policy. With what results? Well, one has to 
read the minuti^ of dissent of Pt. Madan Mohan Malvia, to the Report 
of the Industrial Commission to find an adequate answer to this ques- 
tion. The third period was ushered in with the sound of the war drum, 
mid may be said to be still (lontinuing. The financial stress caused by 
the great world upheaval led to some modification of the fiscal system 
of India, but the aftermath of the war has been responsible for the intro- 
duction of still greater changes into it. The customs duties of recent 
years have, it is true, been imposed for revenue purposes, but their pro- 
tective. tendency has, in a few cases, at least, been none the less marked. 
In fact, with the recognition on the part of the Joint Select Committee 
on Political Reforms in India of the right of India to decide her own 
fiscal policy, this fieriod may be said to mark the transition from an 
absolute aflliereiicc to free trade principles to the adoption of a policy 
of protection.” 

It is equally unnecessary tor me to enter into a theoretic discussion 
of tlie free trade ami ])rote('tive policies. The authors of the Fiscal 
Commission Report and Dr. Banerjee, have given us a very exhaustive 
study of the various arguments advanced by eminent writers like 
Fredrick List, Fredrick Basliat, John Stuart 3U11 and many others, for 
and against these two policies. I cannot be accused of being partial to 
the one or the other if I say that all economic thinkers of note, whether 
free-traders like John Stuart Mill or protectionists like Fredrick List, 
iRaintain that the fiscal policy of a country should be relative to the 
circumstances of that country. Before deciding the line of action one 
must go deep into the condition of labour, the articles of imports and 
exports, and the nature of demand of the various commodities in and 
outside the country ; unless these have been thoroughly gone into and 
imalysed one cannot decide whether a country should adopt the policy 



of protection or that of free trade. It augurs well therefore, for the 
industrial future of India that modem writers on. the fiscal policy of 
India are trying to impress the relative character of these policies. The 
line of approach has been laid down for us in a very clear way indeed 
and I should think in a reasonable way too, both by the authors of the 
Fiscal Commission, and by Dr. Banerjec. Both of them try to impress 
upon us that these policies are very much like medicinal drugs on the 
absolute merits of which it is useless to ])ronounce any verdict, unless 
they are discussed with reference to some disease which itself has been 
thoroughly diagnosed. If the diagnosis of a patient leads us to the 
conclusion tliat it needs protection, we should give him protection; other- 
\Tpse not. Doctois of tariff policy have laid it down for our general 
guidance that a country which is mainly agricultural should adopt a 
policy of free trade, so that by coming in contact with the ))ctter organi- 
sations of the outer world, it may learn things necessary for industrial 
development in other lines aind initiate manufacturing industries on a 
capitalistic basis. When the stage of initiation is over the country should 
adopt the policy of protection. But protection should only be extended 
to those industries, which may have a sure prospect of development, 
and standing competition from foreign countries, when fully developeil. 
They recommend this help as a temporary ex])e(lient only, and that to 
counteract the disadvantages of a late start. When this stage has 
been passed the country slioiild rev(M-t to the h^iee-Trade Policy. As 
a general maxim to guide the li.scal policy of any country one could 
hardly take exception to the general ])olicv recommended above. Kven 
such a strong supporter of free trade as John Stuart Mill siipjiorts it 
in these words: The su])eriority of one country over another in a 
branch of production often arises only from liaving begun it sooner. 
There may be no iiiliereut advantages on one ])art, or disadvantage on 
the other, but only a present superioritv of rerpiired skill or experieiin-. 
A country which has this skill and experience to acquire may in other 
respects be lietler adopted to the production tlian those which were 
earlier in the field. Under these circumstances it is desirable to bear 
the burden of protection until tlic producers have been educated up 
to the level of tho.se with whom the })roccs.s<\s are traditional. A pro- 
tecting duty continued for a reasonable time might sometimes be the 
least inconvenient mode in which the nation can tax itself for tin* 
support of such an experiment. But it is e.sseutial that the protection 
should be confined to ca.s(?s in which there is good ground of assurance 
that the indn.stry which it fosters will after a time be able to dispense 
with it.” 

With this theoretical backgrourul we may j)a.s.s on at once to study 
the recommendations of the Fiscal Commission. Unfortunately 
Commission are not unanimous in their recommendations, but to me 
the points of difference do not seem to be of any vital sigiiiticanc‘‘ 
excepc in one case. The one point where they differ is really of vital 
importance and it is that wliilc, the majority recommend the adoption 
of a policy of protection to be applied with discrimination along tltf 
lines indicated in their Report^ the minority arc of opinion that thort 
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should be an unqualified pronouncement that the fiscal policy best 
suited for India is ‘Protection.’ ” If to this main recommendation of tho 
minority one of two otlier sentences out of their minute of dissent were 
added we will get some idea of tlieir true position. Thus in paragraph 
G of their minute they say “ while we agree that the ])o]icy of proteetion 
should be applied with discrimination we do not think that any qualifi- 
cations or limitations should be made a condition precedent to its adop- 
tion. We recognise that in the efibrts to attain a prominent position 

in the industrial world India will have to pay a price 

The discrijnination with which w<‘ agree is intended to minimise such 
sacrifice as far as possibh* as consistently with reaching the goal which 
we are putting before the country. We do not subscribe lo the condition 
that such discrimination should be ‘ along the lines of the Report".' 
The conditions laid down in (Chapter VIT appear to ns to be stringent, 
and will entail considerable delay in giving effect to the policy which 
we have unanimously recommended, and will not produce adequate 
results. We share the concern shown in the Ueport for the interests 
of the consiimci’, and we agree that the policy should be applied in sucli 
a manner as to reduce the burden on the consumer to the minimum 
necessary for the purpose of carrying out the object in view. In the 
ywesent economic condition of India, limitations in the interests of the 
consumers are necessary, but we anticipate that if immediate effect is 
given to the poliijy we recommend. India will begin to grow economically 
prosperous witbin a reasonable period of time. As one reads through 
the limitations laid down by the majority there seetus to be no serious 
difference in the |)ositions taken up by the majority and the minority 
except that the minority would like to start on an intensivei)olicy of pro- 
tection at once, while the majority like the minenity insist that Govern- 
ment should ill order to create conlidonce in the minds of the capitalists 
declare proti'ction as their policy, vel actual protection to individual 
industries should l)e given after due deliberation. Looking at the very 
little difference between the apparent position of the two sets of sig- 
natories of the Report it seems to me that the chief cause that makes 
the minority fight shy of the very reasonable limitations (purely from an 
economic point of view) laid down by the majority is to be found in the 
lingering fear that these limitations may not like so many otlier things 
in the past be used to defeat the object in view. In this connection 
the following words are significant “ we have to make these observa- 
tions in view of the statement made by our eolleagues, viz., that 
India for many years to come is likely to concentrate on the simpler 
forms of manufactured goods and these are precisely those in which 
the United Kingdom has the smallest interest." We earnestly trust 
that no such limitations will be placed in the path of India’s Industrial 
Development. We have already pointed out that we disagree with 
our colleagues regarding their proposals to liedgc in the policy of pro- 
tection. We hope tliis has not been done with the object of keeping 
India to concentrate her industries on the manufacture ot simpler 
forms of goods It is on this assumption alone that one can explain 
the insistence of the minority on having no limitations laid ilown before 
band, Looked at iiv the light of historical evidence in other depart 
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ments of politico-economic life in India the fear does not seem to be 
unjustified. But all the same if protection is to be adopted, and if it 
is to cause as little inconvenience to the consumer as possible then it 
should be cold and calculating in its character, as has been recommended 
by the majority when actually being applied to individual industries. 
But this does not mean that the whole policy should be rigid and inflexi- 
ble, and herein comes the importance of the protest so strongly lodged 
by the minority because they are right when they recommend tliat the 
policy should be animated by warmth of feeling for the industrial regene- 
ration o" India, and not by the idea of how it is going to affect the inter- 
ests of the United Kingdom. Such a consideration might have been good 
practical politics when India was ruled for the sake (rf the United King- 
dom ; but during these days when she is said to have got her Fiscal 
Freedom, and when the declared goal is to train her for Swaraj it seems 
to be out of place, and an unpractical sentiment on our part. But we 
have to remember that India is yet not perfectly free, that Britisli 
interests can yet, if they chose to do so, create lot of mischief in the 
working of the Indian constitution, and perhaps it was the realisation 
of things as they are that has led the majority to show so much solici- 
tude for the interests of the United Kingdom, may ho just to placate 
the sentiment of self-interest of the British manufacturer. Be it as it 
may, as a student of Economics I for one believe that the majority did 
well in laying down the limitations under w hich ])rotcction should be 
worked in India, but they seem to liav(^ ovcrd()n(‘ their part and the 
minority although unjustified in going to tlie other extreme of having 
no limitations whatever have also rendered a public service by insisting 
on the liberal spirit in which the protcctiv(^ policy should bo worked. 
If one has supplied the physical structure, the other has infused the right 
spirit that ought to animate the whole policy. 

So much about the dillerence of principle, wc may now" study the 
outlines of the sclieme of protection as given tons by the Commission. 
They recommend a tariff that “w'illbe a combination of hj venue and 
protective duties. Tlie existing tariff will form tlie basis of revenue duties 
and will become progressively modified as the duties on particular com- 
modities are successively (letermiued on protective principles. A duty 
that has been fixed on protecting j)riuciples should not be varied except 
in accordance witli those principles. And the duties imposed on revenue 
considerations sliould be opcii to the Covemment to vary from time ft) 

time on purely revenue consideration? It ispossibl<‘ 

indeed that the necessities of revenue may force th(i Coveniment t(» 
put a higher import duty on certain protected goods than is required 
for purpose of protection. We deal witli such a contingency in a later 
chapter when we recommend that in such cases revenue should be raised 
by means of an excise duty plus an additional import duty.’’ Referring 
to this Mr. C. N. Vakil, in the Journal of the Indian Economic Society. 
Bomba/, page 157, in a deiu'eciatory tone remarks: “ But we have not- 
yet heard of countries wdiich divide the tariff into two clearly defined 
parts one part consisting of revenue duties another of protective dutie.^, 
aud this is the ideal put forw'^ard by the majority for the Governmcjit 
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of India to follow. With regard to one part of their tariff the Govern- 
ment is asked to think strictly on free trade principles, with regard t»> 
another part they will have to think on the principles of discriminating 
protection on the lines indicated in the Report. The task of watching 
the details of tliis complicated and highly unpractical scheme is to be 
entrusted to an impartial organisation, the Tariff Board.” To me there 
seems to be no difficulty in having such a twofold classification, and if 
we were to study the fiscal arrangements of different countries we would 
find such a classification maintained in practice, though it may not be 
mentioned in the constitution in so many words. Such a classification 
would be absent from the tariff policy of a country which is indiscri- 
minately protectionist in its ])()licy. If ])rotection is to be discriminate 
(it may not be discriminate exactly on the linos indicated in the report 
of the majority), then su(?h a classification as is recommended by the 
majority is bound to make its appearance in actual practice. The fact 
that Mr. Vakil finds fault with a rocommonclation like that, only means 
that we have still in India a large majority of people who are as it were 
in love with protoctirm, and to whom any qualifications, however much 
reasonable in theinsolvos. ap])ear like a red rag to a bull. 

Then the (^)iiiinission pass on to recommend the creation of the 
Tariff Board, whose business will be to adjudicate cases referred to it 
for granting protection. 'Fhey also lay down general principles for the 
guidance of tJie Board. Some of these general principles arc 'unexcep- 
tionable but th<*re are points wJiere it is not difficult to differ: Thus 
while they object to ** granting tariff ])rotection to new industries” or 
industries whicli siqqily. only a small ptuventago of the total supply 
necessary to satisfy tlii- (lomand of the country, 1 fail to agree 
us in an industrially backward country like India, with very good pros- 
pects for the development of many industries that do not exist at pre- 
sent such a qualification would have a very liiiidering effect. It is 
rather unfovtuualc that tlie (Commission should have anticipated those 
details which they l hcius(‘l\ es liave rccoininciuled for the Tariff Board 
to investigate before recoin mending protection to individual industries, 
'riiis iintici])ation becomes doubly unfortunate as they insist on protec- 
tion being ado|>1cd in India uii condition (hat it is worked on lines sug- 
gested in their Uo])on. Although they realise that in order to decide tlie 
question, whether a particular industry sluiiild have ]m>tecti(m or not 
it requires a very minute iuve.stigatioii, yet they have allowed them- 
selves to express l heir opinions this wav or that without sifting all the 
details. It is wluui one reads througii the lines on which jirotection 
should be worked in India, that the real nature of the objection of the 
minority that “ it mixes up jioliev with proeoduro ’* becomes intelligible. 

However, ICiaviiig tlie.se matters of detail apart with the above 
general obser\'ation, we notice with pleasure one important point whicli 
has not so far received seriou.s recognition from the students of Indian 
Economic problems. While discussing the methods of agricultural 
development in India in his booklet ** The Consolidation of Agricultural 
Holdings in U. P.,” Professor Jevons after discussing various measures 
of reforms remarks that “ I wish to record my opinion that it is almost 
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useless to imdeftake these uiea.snros piecemeal. The forces of degenera- 
tion are so strong that each measure of reform would be 

successively defcatccl. Far better results would be obtained by making 
a combination of agricultural and educational reforms in one district 
at a time.” It is this priiiciiilc of an all round olTort which the Fiscal 
Commission have done well to emphasise in those words. “But it is 
clear that the mere imposition of protective duties, however scientiii- 
cally cofitrived will not hy itself produce that full industrial develoj)- 
meut which we desire.” In recognition of this fact they recommend a 
number (»f su|)|)lementarv measures, such as ; “ (1) the e.xtensjon of pri- 
mary education, whicli should include training, (2) the training of ap- 
prentices in India, and abroad by making it a condition that whenever 
Government of India place any large order with a firm one of the condi- 
tion of the tender should be that the firm undertakes to afford facilities 
for technical training to Indian apprentices, (:5) organisations to make 
labour more mobile. (I)the modification of the railway rate policy to 
make it favourable to the industrial develo])inent of India, and otliers 
of the same kind.” 

Another important fact that the (\)mmission have well in 
emphasising is where tho\' try to impress upon us tliat protection dcics 
not only mean high import duties. It is after all a policy, and the 
policy may be translated into practice either by high import duties or 
by protective export duties, or by subsidies and bounties, or by 
favourable rates of carriage, or yet by right of favourable rates of pur- 
chasing and selling and in many more ways. \\'hether one will be 
adopted or the other will l)e decirled by the eircumstaiiees of each in- 
dividual ease, and the only general principle that <*ould be laid down in 
the words of tiie rommissioii being “that considerations of national 
economics rather tliaii of eecmoinies of individual industries shouhl 
predominate in all such cases." 

Before passing to the consideration of such relatively indepernlent. 
items as the questions of e.xcisc duties, and Ini])erial JVeference. 1 con- 
sider it desirable to discuss the use of export (Indies as an instrument 
of protection. 

Although the Commission admit tliai a j)rotectiYe ex))oi*t duty 
benefits tlie home manufacturer by getting for him his raw material at 
a lower cost than his rivals abroad, yet they do not wholeheartedly 
support the idea of using this method of giving protection becaiist* 
“ unlike protective import duty an export duty ])laeos the whole, foreign 
product at a disadvantage” and this “tends to ])roduee a special feeling 
or resentment in those countries which use the commodity as raw 
material,” and “ because it ta.xes production instead of coiisiim|)tion.' 
Now both of these considerations are weighty, although personally I ani 
not inclined to attach much weight to the idea of offending other coun- 
tries, yet one has to admit that if a foreign country buys a very largr 
quantity of a raw material produced in India and if we want to levy an 
export duty on it, wo should do so after thinking as they say twice. 
Once we should think on the share of that country in the total produce, 
and eecondlv on the chances of India’s capacity to consume the rsfr 
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material if tlie fureigii country cliniimKhe.s its demand, llcrc as else- 
where the actual line of a(;tion should be decided in terms of national 
development rather than in terms of goodwill of this or that country 
be it even such an important country as Great Britain itself. 

We can now conveniently take up the question of excise duties, 
and at once say that while I agree with the general conclusions of the 
(Commission as regards excise, duties, 1 am inclined to say that excisfi 
duties slmuld not be levied oji things the production of whieli is receiv- 
ing ])rotc^*tion. The (Jommission recommend .such a ])olicy for revenue 
purposes only. On this the writer in the »Jouriial of the Indian Economic 
Society, Bombay, already quoted remarks that “ whether this is the 
outcome of a genuine rigid adherence to free trade jirinciples, or of a 
skilfully concealed sympathy for the interests of LancasJiire it is diffi- 
cult to say. It is evident, liowevcr, that the Indian Fiscal t‘onimission 
was not considering Indian interests and Indian opinion in devising this 
otherwise ingenious ])roposal. ” And there is lot of tnitli in what he 
says. 

Botli the niajoriiv and the minority arc of o])inioii that from a 
[)urely economic point of view adoption t»f tin* policy of Imperial Pre- 
ference is not tenable in India. But the majority after taking int-o 
I'onside ration larger eonsiderations of political solidarity, and growtli 
of Empire spirit recommend that India should olfer to Great Britain 
an unqualified preference, while towards dominions she should adoy)t 
a. policy of roci])r<K‘ity. such as is already adopted by juore than one 
dominion for interdomiiiicm trade r(*latious ; that is to say preference 
should be grauteil only as the result of agreements which might prove 
to the mutual advantage of both parties.’* 1\> me the question of 
lm|H‘rial Preference apart, from reciprocity is a purely political one, 
which it is diflicuit for a cold and calculating student of economics 
to pronoiiiKre any judgnu'iit upon and which should l)c left to the free 
viace of the Indian political leader.^, /.c., the two legislatures. 
FOHEIG.X (^UMTAL. 

While agreeing with the majority that '’the development of new 
industries should proceed as (piickly as possible.'’ so as to cause the 
ininimum of sacrifice to th(» consumer. I fail to agree with the?n when 
they seem to think that this cannot be done unless foreign ca])ital is 
allowed to come in. and this for two reasons. Fii-st t)f all recent loans 
raised by the Government of India and the res])onse they have received 
from the juiblic should be able to tell us that there is an appreciable 
quantity of floating capital seeking investment. Secondly wc should 
remeinbcr that there arc ways and wa vs of securing foreign capital for 
the industrial development of a country. 'Po begin with we may 
secure it by allowing foreign domieilod eompanios to invest their capi- 
tal here. Capital would be invested in India, but its infliiencc on the 
prosperity of the land under the condition of protection would be worse 
than what weseo now in the case of railway and the jute industry imder 
the free trade policy. The consumers would have paid in Jiiglier prices, and 
the profits would then a^ now go out of the country. Then there is the 
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Way that people, with capital may come liere from foreign countries, in- 
vest it in the development of industiies and may live hero 2 )ermanently. 
There could be no objection to an investment of this sort, provided 
these people had the right sort of political outlook. If after coming to 
India, sympathy and feelings of these pople remain fixed in their dis- 
tant homes, and express themselves in preference for foreign labour, in 
diffidence to train Indian labour, tmd so on, then certainly the country 
of their adoption is not likely to get real benefit of industrial develop- 
ment brought about by their aid. I'o me, however, the best way to 
secure foreign capital is none of these nor is it tliat which has bocil suggest- 
ed by the Commission, but that of national borrowing through the 
Imperial Bank in foreign countries, and tlion its lending to prospective 
industrialists in India through the same agency. Credit of the Govein- 
inent of India is fairly high in money markets of the worhl and we should 
be able to secure fairly large amounts of capital necessary for the de- 
velopment of industries in this land. But the Govermnent should not 
undertake any other responsibility in this matter e.xcept that of lejiding 
its credit to tlie Bank, and tlic Bank should df) all other matters of 
detail. Industrial Banking is the most complicated j)art of the most 
complicated business t)f the world — I mean banking, and no Govern- 
ment with its other midtifarioiis duties slioiild undertake this difficult 
task. 

We have now come to the close of our r<5view of the Report of the 
Fiscal Commission and leaving sentiment apart, wo feel ijupelled to say 
that taking all in all the recommendations of the Commission seem to 
be inspired with a rlue sense of tilings jiractical. It is all very well to 
feel strongly when wo are asked to subordinate our line of j)olicy to t lu! 
interests of the ruling race, it is cciually easy to indulge in strong senti- 
ments but it is very very difficult indeed to secure your ])oint in the 
face of strong and dominant clasliing interests. The*, majority inive 
no doubt indulged in jiersuasivc and in some jJaccs apologetic language 
but the reason that seems to have led them to use that language may 
be found in their desire to win over the sympatliy of the dominant race, 
rather than in any desire to subordinate the interests of the Indian 
people to those of the people of Great Britain. The fact is there that 
so far it is the British who are dominant in India, and they can, if they 
feel inclined, defeat any and all measures of reform, lie they in our tarilf 
policy or our currency system or in any other department of life, and 
by taking stock of this patent fact the majority have only given us 
an evidence of their being alive to the facts as they are. Why think 
ill of them, why impute motives where there seem to be none ? 
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An impartial observer of the si^ns of the times cannot fail to be 
struck with one irlea concerning the findings of the Fiscal Commission.. 
m.y the country's decision in favour of protection. The subject of 
tariff reform is of national importance at thi^ present moment. It is, 
moreover, of absorbing interest and the issues, though of a complex 
nature, are of such paramount importance that they demand long and 
thoughtful study before any definite conclusions can be arrived at. 
It is to bo deplored that an economic problem affecting the future 
welfare of our country should have received so little attention on 
the part of the public. When the Montford Keform Bill was issued, 
people rushed to express their opinion as to the merits or demerits 
of the reforms vouchsafed to the Indian public, but that tariff reform 
which is going to lie put into operation before very long should have 
received so little attention may be due to the fact that high finance 
is the noire * of the public. There is no doubt that the present 
tariff reform is a subject whicli requires calm and judicious inquiry, 
for adjudication by those 'vho have made a study of politico-economic 
science, substantiated, of course, by practical experience. In any of 
the western countries such a measure will have caused much political 
excitement and party strife. It would even be made the subject on 
which a future election will be conducted. The tariff reform is one of 
tlio.se bloodless revolutions which often take place now and then in 
the history of every nation and which are often more far-reaching in 
their effects than many of the longest and most expensive of wars 
have been. 

THE COMMISSIONERS* FINDINGS. 

The Commission was asked “ to examine with reference to all 
the interests concerned the tariff policy of the Government of India, 
including the question of the desirability of adopting the principle of 
i inperial preference and to make recommendations.*’ The finding arrived 
at is that “we recommend in the. best interests of India the adoption 
nf a policy of protection to be applied with discrimination along the 
lines indicated in this Report The Report is signed by all the 
members subject to a minute of dissent by the five members includ- 
ing the president. The minority’s verdict is that “ there should be 
^n unqualified pronouncement that the fiscal policy best suited for 
India is protection 

The sentiment underlying the view expressed by the Minority 
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Report is no reaction against free trade but is only an evidence of the 
feeling in the country that slie should devote her attention to intense 
industrialism. This may bn ascertainable from the evidence given 
before the commission by all tliope who are interested in any industry 
in the country. They all uiianimoualy expressed their opinion that 
a certain amount t)f prote.clion is needed for the dcvelojmient of the 
industries in which they are iiiteix?sted to meet and to protect them 
from undue competition from the outside world wliere similar articles 
are produced under highly organised conditions. Those who favour 
this view have a very strong argument in the present rapid growth 
of such protect ion ist countries, as America. Oermauy and the self- 
governing colonies. In the western coinitnos arc oven to-day two 
.schools of thought on the subject. 

KNdLlSM POIdCY IN THH PAST. 

England had been a |)rotecthmisi country for hundreds of years. 
The trade of England and indeed nearly of all other countries was 
conducted under what was kmnvn as the ‘'Mercantile System.*’ 
Under this .sy.stem. each country took ste])s to gel as much gold and 
silver as pos.siblo and all e.xpedients \V(*re n\s()rt< d i(» in order to pre- 
vent their removal from the countiy. Tliia fiscal policy. 1 hough it* 
was a ])olicv of protection, diffeicd Iron) the policy ]>roposcri hv 
modern tariff reformers. It was not intended .as nmeh as a ])rote<'- 
11011 of the trade of the country., but as a ]>rotectinji of their gold supply. 
.\t the piVH<‘nt day (lie gold of any country is not protected iji tliis 
manner, but by an (mti rely different method : vi:., by the action of 
the discount rale fixed by the proininont bank in their respective 
countries. Tli * meicanlilc sy.stein prevailed in the European countrii's 
until the licgiuning of the nineteenth eonturv. In England during 
this jieriod some l,*E)ti articles came to be included in f lu* eusloms lisi 
and the duties njion vr‘rv many of them were fdmost or enliroly 
])rohibitive. Tlio C'orn Laws in England were ilated from the year 
U50O and a case for reform was brought U]) several tim<»s. Imt it was 
not until I83t5. a few of the radjeals banchai themselves with tlic 
avowfid object of securing tne repeal of the Corn Ljiws. In 1838 an 
association was formed in Manchester at the instance of Richard 
Cobden, who not only devoted all his time for the work but was also 
able to bring t«i his band his friend John Bright of Rochdale whose 
.superb eloquence convinced people of the evils of the system. Hue 
of Oobden’s predictions for the abolition of Corn Laws was that d 

England abolish Corn Laws hone.stly and adopt free trade in d-^ 
simplicity there will not be a tariff in Europe that will not be changed 
in less than five years to follow yoiir example.** This ])redicti(m 
w'as not fulfilled as it did not suit other eoimtries to adopt England .‘j 
method chiefly due to the difference of circumstanceB and interest4‘d 
opposition. Such is pure history and it is from the past that tin* 
present should take lessons and apply them to practical needs keopmg 
in view ones own capacity. A certain section of economists 
that England gained her supremacy during the days of her porto< - 



tionist policy, and not since the time adopted her present so*called 
free trade policy. It is a diflicalt problem to answer, because, it is 
difficult to judge the exact influence of all the. contributory clauses 
bo RnglancFs pitisent commercial and financial supremacy. There 
is another argument that England did not give up protection until 
her industries had reached that state of proficiency when they were 
indcpmdeut of protection. 

REACTION A0AIN8T EKEE TRADE. 

1 

With all the talk of. a ” dogmatic free trade policy (»f England, 
do we not observe her favouring occa.sionally a policy of retaliation 
ill the tariff systk*in and those who advocaU'd this policy undoubtedly 
have a very strong argument in the rapid giowth of the protectionist 
countries ( Did iu>t the late Joseph Chamberlain in 1903 astonish 
the world l)y proposing the adoption of pivfereiitial trading between 
the mother country and the colonies as the only means of keeping the 
mighty Empire togtjther t 'Phe (juest ion receive.d the serious attention 
and was discussed vigiuously iii every circle of the community in 
England, from the ministers ol the Crown to th»‘ man in the street, 
'riie subject took sucJi a riini as to involve a conflict between Free 
Trade and FroOcction. Ciiamberlaiu wanted to work up an Imperial 
Zollverobi, after the e.\ampl(* of the German Fiinpirc and the United 
States, with free! ratio within the Empire and a common protective 
tariff against tlit‘ onfside world, 'riiese are all e.vamples of what a 
country would do wlum trade r^ being imperilled from foieigii com- 
petition and then* is nothing strange in India desiring to shape her 
tariff ])olicy with a view bo protect lu‘r industries and commerce. 
This is what tlie Minority Report of the Fisi'al Commission have in 
view when tJiev pronounced that they wixnl a definite policy of 
protection and not any half-hearted measure as is conveyed in the 
Report of the Commissioneis as a whole. The motive of the minority 
is not a reaction against free trade policy i)utoiily one of self-preserva- 
tion to make India a self-conlaiued and self-sustaining country. 

INDIA’S RESOURCES. 

It is necessary in a prolimiiiary survey of this nature lo define 
^vhat resources India possesses for the task which she is going to 
undertake. The area of India is 1,760,000 square miles, with a popu- 
lation of about 300,000,000 of pcv»ple. There are two clearly defined 
regions, which possess great varieties of soil and climate. The first 
is that comprising the plains watered by the great Himalayan 
nvers, the Indus, Ganges, and Brahmaputra with their tributaries. 
This huge plain is 1,700 miles across and includes the richest and 
most populous regions of India. The second great division ’s the 
l^eccan which is (?nclosedon all sides by mountains. We have ourmon- 
''oons i the South-West usually arrives at the end of June and lasts for 
about four months. It distributes rain over the whole of India, but 
very unequally, the regions favoured by most constant falls being 
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Eastern Bengal, Assam, part of Central Provinces aad the Malabar 
Coast. In the remaining provinces the rainfall is uncertain and 
clrouglits often occur. India, unlike r)ther countries has enormous 
potential, but unde. vclopecl wealth, agricultural, mineral .and industrial. 
It has inexhaustible supplies of coal and iron, chrome iron, and man- 
ganese ore, cop])er i>lumbago, lime, kaolin, gypsum, asbestos, mica soft 
and hard, wheat, food grains of all description, oil seeds, tobacco, 
cocoa, sugar, coffee, tea. s])ic.eR. dye, hemp, ffax, fibres of every 
description. Notwithstanding, she i.s the clumping ground of other 
nations. A little fostering protection will hel]) some of 'these to be 
converted into mamifactiirod articles, for which there a re ample facilities 
in the country. The few industries which are in existence in India 
to-day are suffering from foreign comj)eiition owing to the dumping of 
foreign goods at a low price. India's princij.ial industries are those 
engaged in tlie manufacture of cotton and jute products, leather, 
silk, wool, paper, sugar, indigo, tea, coffee anri tobacen. Of these the 
leather, wool and paper industries, the bulk of them, are making no 
progress and an* having only a hand to nimith living. The silk 
industry is practically losing ground. The oidy industry which comes 
into competition with England is the cptlon industry and n.s India is 
Lancasliire’s best customer in cotton goods, the progres.s of the 
industry is being closely watched. Even hen*, it is only in grey goods 
she comes actively into competition with Lancashire. In the cotton 
industry apart from grey goods there are several other varieties which 
are needed in India, and I believe even if the excise duty is removed 
and protection is applied to tJiis industry it will take a long tinn* for 
Indian mills to come into competition with Lancashire in other 
varieties than grey goods. Space will not permit me to })oint out to 
what extent she could come into competition in cotton goods with 
Lancasliirc and how infinitesimally small that competilion wi l !)♦* 
under natural and other comlitions even if a small amount of 
protection is afforded. 


NEED VOW IMtOTKtTION. 

The tanning and leather imlustries should be prosperous under 
protection as there ai'<* large supplies uf ludes and skins and the nccessar}’ 
tanning materials iii the country. .Vpurt from exporting raw hides 
and skills, no attempt is macb* t'» convert these into tanned goods. 
Sugar, match and soap industries ar<» all bound to succeed under pro- 
tection. There is. no doubt, lack of enterprise in the method of 
manufacture. Attempts slioiild be madeto avoid wastage i nmanufaefur- 
ing and economy exerciser! in management. Otherwise protection 
ivill be at the expense of the poverty-stricken ])opiilatioii. 

.V'»otlier .iipact of the (pie-Htioii i.s ; flavc we not heard of tin* 
competitioiis of such protectionist countries as Germany and the United 
States in the markets of the world ? The alarm was so great in sonic 
quarters in Britain as to make them feel as to the state of the future 
British industry. These alarmiste gave out that it is not that the 
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British industry was declining, but the prosperity of the Gernian and 
United States industries wore developing in much greater proportion 
than British and this they attributed as due to the protectionist policy 
of those countries. These were at least the arguments brought forward 
by the late Mr. Chamberlain and his exponents of the theory of Imperial 
Federation for the British Empire. The old proposition that “ what is 
true of one must be true of all,” is repeated often as it was one hundred 
years ago. Free trade may be good to England, but may not be good 
for India and as conditions and circumstances change fiscal measures 
and tariff* reforms have to be modelled to suit the conditions of each 
country. 


PROTECTION ALONE WILL NOT SUFFICE. 

But protection alone cannot advance the industrial and commercial 
prosperity of a country. We want the technical skill and clever foremen 
and superintendents of \\orkslu)ps. Onr technical educational system 
must be modified in order that our schools and colleges turn out techni- 
logical experts wlio possess the adequate knowledge to conduct experi- 
ments in the factories and workshops. These are state-aids which 
the Government of the country shouUl render for the development of 
industries. We must also have the enter])rise and initiative ; apart 
from big industries to be started, there are several minor industries 
which, with little enteT.j»riso and initiative, wc can without much diflS- 
culty develop. We are as a nation sadly behind other nations in the 
matter oi enterfirise and initiative. In order that a country should 
become industrially great, we must possess the right sort of education. 
It is by the. encouragement of seieriee, by the technical training and by 
the diffusion of knowledge that the Government can best aid private 
onterpri.se. If people in the country now take advantage of the protec- 
tion for indastries which will be conceded shortly, w’e can reasonably 
hope to advance', both industTially and commercially so that we may 
attain the position which other nations have attained in the matter 
nf industrial development. If, on the other -hand, prompt steps are 
not taken for the realisation of the object in view of the present tariff 
reform, misery and hardshij) will result to the people owing to enhanced 
prices. The object of protection is to encourage home industries by the 
manipulation of a fiscal system and that will in turn raise home prices. 
If a temporary rise in prices did not take place, then the industries 
are not encouraged. This is a nccesvsary evil in the initial stage of a 
protectionist measure but the people will eventually benefit by the 
industrial progress of the country. To achieve this object, says Mr. 
A^mitage Smith, ‘‘ the country will have to rely upon her skill, efficiency, 
business capacity and energy. She will need to be vigilant, skilful, 
‘mterprising and active to meet the desires of her customers at a reason- 
able price and anticipate their w’ants.” 




INDUSTRIAL DEVELOPMENT AND INDUSTRIAL TRAINING. 

By Professor W. H. Myles, M. A., University of the Punjab. 

Never has the question of the industrial development of India been 
more in the public eye than it is at the pi*e8ent time. The purpose of 
this paper is not to enter on the thorny question as to whether industrial 
development on Western lines would, or would not, be for the good of 
India ; nor to enter on the still more debateable question as to whether 
that development, supposing the ideal to be admitted, would be best 
brought about by means of a policy of protection. It is rather to point 
out one essential condition of industrial development that does not, 
in most discussions upon the subject, seem to have received the atten- 
tion due to it, and to put forward a scheme that in the writer’s opinion 
must be adopted simultaneously with any policy of industrial develop- 
ment. 

The economic student on his introduction to the theory of production 
and the conditions upon which the productivity of a nation depends, 
meets in the foreground of his study the three great agents of produc- 
tion-land, labour and capital. They are all of primary importance, but 
it is possible to lay too great stress upon the group. Later economists 
from Marshall onwards have laid more and more emphasis on “organi- 
zation ** as a distinct agent of production, and unless “ capital “ be 
giveit the widest interpretation so as to cover “immatcriar’ agents of 
production as well as the pundy “ material, ” this inclusion is essentially 
necessary. Many of the errors of the extreme indindualist school 
arose from their omission of tliis very factor, though it is to be noted 
that Adam Smith, the master of individualism, is not open to the accusa- 
tion, for he included “ the natural and acquired abilities of a people ” 
in the category of the fixed capital of the nation. List restored the 
human factor of production to its proper place, and it always seems to 
me that List’s claim to fame is equally strong in tliis direction as in the 
better knowm sphere of fiscal policy. Yet Mill, writing with the work 
of List before liim, was not able to shake himself altogether clear of the 
doctrines in this respect of liis predecessors ; it can hardly be said that 
Mill realised the fundamental importrance of immaterial capital, or 
“ organization ” if 3^11 care to call it such, and much of his dread of 
diminishing return on the one hand, and over-population on the other, 
is attributable to this very fact. 

Now in the University syllabuses of economic study in India Mar- 
shall finds a prominent place — too prominent it seems to me — and yet 
the salient fact of organization to wliich he attaches such importanct^ 
does not seem to be fully realised. The omission is perhaps more mgret- 
table in that it is the factor of production which is most lackiiijg in our 
midst. We are all familiar with those analysis of the possibilities of 
production in India, which call atteiitiop to its boundless acres of land, 
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some tilings deficient ii) water, but which model n irrigation may cause 
to blossom like the rose ” ; its abundant labour, which has often been 
spoken of as cheap, though India's own representative at Genc\'a declar- 
ed emphatically that it was dear because of its inefficiency : and its 
capital, being slowly unearthed from the hoards of earlier days, and 
taking advantage to an ever-increasing extent of the new facilities loi 
investment. But in thofc analysis there is too often a tendency tc 
skip over the immaterial agents of production, or to treat them as quite 
subsidiary. Now any one familiar with industrial life in the West kuovrs 
that it depends for its very life-blood on its entrepreneurs or captains of 
industry. It is their organizing ability, their bold and restless enter- 
prise, which waits not for assistance from the powers above, their power 
of predicting the future and producing to meet it without guarantees, 
their inventive genius and their constant juggling with the process of 
production so as to secure the maximum output Avith the minimum of 
cost— thise, one and all, are fundamental in industrial development, 
and in India they are noticeable by their absence. The few indmdual 
exceptions that arise to the minds of all of iis only serve to emphasise 
the crying need in this respect before India becomes a great industrial 
country. 

Perhaps our educational system is partly responsible for the defi- 
ciency, but I personally feel that a change of outlook amongst our edu- 
cated classes as to the relative value of the different professions must be 
the preliminary to change. Many of you here are University teachers. 
What is the aim of the average student who passes through your hands? 
I may be wrong in sjx'aking thus of other Provinces, but in the Punjab 
the average student looks forward to Goveniment Servian, to the Bar. 
or to Teaching a.s a profea.sion. Now without disparaging for one moment 
any one of these learned professions, you must admit that it is a sad 
feature if they arc to draw off the pick of the brains of the country, and 
industry and commerce? have to depend on tliose \vitli more limited 
attainments. One thing that those whose ideal is the rapid industrial 
development of India should clearly re.ilise is this — that if industry 
is to have a chance, it must be given its fair share of the very 
best brains in the country. Production in the narrow sense of the term 
must come to be regarded by our leaders of thought as an essentially 
honourable profession, as one to which their sons may go with credit, 
and as one which from the standpoint, both of the country and the indi- 
vidual, may be taken up with advantage. 

While India was a country unknown to me except through books, 
and Japan was similarly unknown as it still is, I was much struck as a 
University teacher at home by the different outlook of Indian and Japan- 
ese students whom we had in about equalnumbers. Both were there to 
get the best that the University could give, but their intention was to 
apply it differently. The Japanese student as often as not desired to 
return tc. bis own country and go in for business in some of its many 
forms ; the Indian student, on the other hand, no matter what else he 
was doing, seemed always to be reading for the Bar, and the sad feature 
(s th^t on his return he too often takes the path of least resistance and 
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drifts into that profession which he took u]) largely as a side-line during 
his University course. The profession, no doubt, ofiei'S great opportuni- 
ties for active participation in public and political life, and lndia\s debt 
to her lawyers in many different spheres of activity is indeed a large one ; 
but my point still remains that the industrial development of India will 
necessitate a diversion of brains from these aforementioned channels 
into that of production in the narrower sense of the term. 

There are. those who would contend that this deficiency, of which 
I have .s])oken, and wliich will be generally admitted, is a product of the 
literary type of education wliich has largel}' jiredominated and still 
predoininat(?s in most of our higher institutions. 1 agree, but only up 
to a point. My contention is that our University education is good as 
a starting point even for the man who is going into business life. One. 
of the tendencies, noticeable in Oerinany and in America before the 
war, and which has been particularly noticeable in England since the 
war, is in the direction of looking more and niort*. to the Universities to 
jirovide men of broad education and with a general grip of affairs for the 
higher business posts, instead of deiamding as largely as formerly on the 
pushing elerk from bidow. Harrison and Cross field, the large firm of 
export(‘rs and importers in Ijondon, who have large connections with 
the East, have stated to me that this is the policy Jiow being definitely 
followed the (’ojiipany, and the routine work of l)n» business they 
leave very largely to girls. Jn this respect it seems to me that England 
is largely following in the foot-steps of the United States, What has 
often struck me in my travellings in that land has been the much larger 
riumter of University graduates that one found in all departments of 
business than w^as the case in England. 

This change is partly a product of the growing complexity of modern 
business orgaiJzation. Bagehot pointed it out most forcibly when he 
compared tlu'. modern organization of pace and of war. The modern 
coniinander of an army rides no longer at the h(*ad of his forces ; but in 
some secluded spot far beliind, where the din of battle troubles him not. 
he follows by the teleplio.m* the movement of his troops, and directs and 
controls their operations, fc^o in the business world — the. man who is 
being wanted more and inon', is he who can take a grasp of a broad 
situation, who can analyse clearly the problems involved, and sheltered 
from the petty details of management can give his whole time to the 
question of policy and the path to l)t‘ pursued. It is here that the wide 
general education of the Univereity is most valuable, and where the 
process of working up stage by stage may cramp rather than enlarge the 
outlook of many who pass through it. 

The production of a class of industrial leaders in India seems to be 
one of the preliminaries of industrial development. Our present 
University system does not give us the product we have in view'. Some 
niay say, with reason on their side, that this is not the function of a 
University. But what is really worse, the University does not seem to 
instil the spirit that is necessary. Nor is the product got by sending a 
number of our best men to those old haunts of learning, Oxford and 
Oambridge. Colleges of Commerce may strike the imagination of some 
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as the institution most likely to tom out what is lequiied, but as one 
who has been very closely connected with the Commercial Department 
of one of the Universities at home, I very much doubt whether the 
College of Commerce will turn our In^an student into a potential captain 
of industry. The training it gives is for the most part a good general 
education with a distinct commercial bias ; it is no doubt very satisfac- 
tory as a beginning, but it ha<t to be very much supplemented. 

The best training for the business man is still that which is got in 
the rough and tumble of ordinary everyday business life. No College 
of Commerce, and no Degree in Commerce can ever be a substitute for 
that. The College gives but the groundwork on which to build, and 
the building must be done in the business laboratory of everyday life. 
I am one who personally thinks that it does not matter a very great deal 
what course a student goes through before he starts this practical train- 
ing. A really first-rate degree course in commerce is to be preferred, 
but a good Arts course on the modem side would seem to me equally 
satisfactory. 

Now this practical training a student may get in our midst, but 
what he does not seem to get is that modern business spirit of which 
I spoke earlier in the paper. It, I feel, can only be acquired by placing a 
few of our very beat young men who have done well in their University 
courses here in direct contact with the business organisation when* 
that spirit is the predominating feature. We have in the past sent 
large numbers of our best men to the Universities abroad, and they have 
returned with much of the ‘^culture ’’ of the west, liet us now, if W(? 
are entering on the path of indastrial development, put our young men 
in the position, as far as possible, so that they may assimilate and mak(* 
their own the business methods and the spirit that prevail wliere indus- 
try is more developed than in our midst. 

Japan is often held up as an example for India, too much so in my 
opinion, but in the above respect Japan has a most valuable lesson to 
teach us. When she was entering on tlie path of industrial expansion, 
she realized that it was essential that she should have men who had been 
given a chance to shake off the old methods that had prevailed for cen- 
turies, and who had assimilated something of the modern methods and 
the spirit that permeate industry to-day. She realized that she miisl 
have men who, on the industrial side, could guide the destinies of hei 
country. For these she looked to her Universities, and from them slic 
picked of her very best and sent them abroad to industrial and commercial 
firms. How did she get them in ? Because there was propaganda be- 
hind the movement, and India could, if she liked, do the same. Indeed, 
it is one of the bright parts of the Fiscal Commission Report that tliey 
suggest that firms, with which the Government of India have large con- 
nections, should take in apprentices from India for training. Ordinary 
apprenticeship would not seem to me to meet the case, nor to produce 
altogether the type of man I have in view. It would be necessary to 
come to special arrangements with particular firms to take in selected 
graduates for, say, two or three years, and to promise to let them one 
in that time as much as possible of how the business is run.' 
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Let me put the question, are we teachers doing all that can be done 
both for our boys and for the country ? A boy has a really good career 
at the University here, and we suggest that he should go to Oxford 
or Cambridge. He goes there, and does well. Back he conies and asks 
us what he should do. The facetious say to him, “ Go and make pins,’’ 
and he cannot I We want more people coming back to India who 
know how to make pins and other things. We want them coming back 
also imbued with the spirit that they can make an opening for them* 
selves, and not with a plaintive cry to Government to try a pin fSetory 
as an experiment, and if it is a success, hand it over to private enter- 
prise as a going concern. 

My programme is tlierelorci that there should be in each Province an 
agency of some kind through which we can get properly selected candi- 
dates placed with large firms, industrial and commercial, in England 
and elsewhere. I should like to know if anytliing of this nature exists 
in any of the Provinces. There is nothing in the Punjab, and from a 
conversation 1 had with JJr. Tannar, Principal of the Sydenham College 
of Commerce, Bombay, some eighteen months ago, 1 gathered that 
there was nothing of the nature in Bomba}*. 

Whether that agency should, or should not be, the Local Government 
raises a debatcable question. I personally am all in favour of a strong 
Local Committee on which you might hav(‘ officers of Government, but 
they should be there in their non-official capacity. It must be a strong 
Committee *, you have got to impivss firms at home. But the further it 
is removed from Govcniment, so nnicli the better. If a boy goes* abroad 
through an official agency, there is much more likelihood thatw'hen he 
returns he will rely upon the Government that sent him there to find 
him a job. That is the last tiling we want to encourage. On the other 
hand, if a young man is sent through a private agency, and it is 
impressed upon Wi that he is going to learn, and that liis future career 
largely depends upon himself, he is iinieh mure likely to develop 
greater self-reliance, and to be the asset that we want on his return 
to India. 

It would be one of the duties of that Committee to scrutinise the 
industrial possibilities of the Province, and to select the type of firms to 
which it considers that its young men should be sent for training. To 
begin with, particularly, it ought to exercise the very greatest care in 
its selection, for the success of the whole experiment will depend upon 
the impression our boys make with business firms in England or elsew^here. 
It will be its duty to reconnoitre the ground abroad, and draw up a roster 
of firms'that would be prepared to take in our boys and afford them 
every facility for learning the business. 

- In this connection some individual of the Committee, W’hen in Eng* 
land, should have a personal interview with the managers of suitable 
businesses, diplomatically explain the idea, and I feel certain that we 
should get what we want. 

It would be the duty of the same Committee to receive re^lar 
Imports on the work of such learners as it has sent, and it would be in its 
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power to recall at any time any student who was in any way proving 
unsatisfactory. At times it would have to be strict. 1 myself, some 
eighteen months ago, sent one of mvM.A. students for two years* practical 
training in the Bank of Scotland. He worked for six weeks, and then 
there came an urgent letter asking me to reply by return as to whether 
he might at the same time read for the Bar. With my general views 
before you, my ans\>er can be better imagined than described ! 

Lastly, there is much greater responsibility attached to sending ;i 
student on training oi this kind, especially with firms of certain types, 
c. g,, banks and insurance offices, than in sending him to a foreign 
University. The consequences of his going wrong are so much more 
serious. I (‘onsider that it w’onld be one of the functions of the Committe<‘ 
suggested above to take and to hold, to find, if need be, sufficient guar- 
antees for the good conduct of the learner against his return. No indi- 
vidual, es])ecialiy of the teaching community, can undertake the liability 
that would be involved in sending a number of students on work of this 
kind, ft would be all right if firms would themselves enact a guarani< <■. 
but as a rule they will not. they wdll simply say that they take the word 
of one individual or of the Committee as sufficient guarantee. 

So far 1 have spoken as though the individual concerned would 
himself bear the expense. He will in most cases get no salary during 
his years of training — indeed he can hardly expe(‘t it. But if the ox])ori‘ 
raent wTre set agoing, to begin with, through those who can them- 
selves defray the cost of training, the, day would so(m come when Local 
(rovemments might have their attention called to what was being 
done, and asked to provide a limited number of scholarships for tin* 
specific purpose outlined. 

There is a cry all over India for greater facilities for industrial and 
coinmenial <*ducation. All parties with ex|)ericnce agree upon (lie 
urgent need. IjcI us turn out mechanics and foremen by all means 
let more attention be given to commercial and pundy clerical subjcci.'' 
blit let us not stof) there. Such a programme will not take us far. ii<‘ 
political reforms have created a call for leaders in the political w< d : 
industrial expansion will make a much greater call for leaders in tlu 
industrial world. You may, in your Commercial Colleges, impart the 
rudiments of commercial education, but you cannot at the moment 
instil the spirit wliich will make India industrially great. 1 have outlineil, 
what 1 consider, a feasible programme to fill the great deficiency under 
which India still labours. 

In conclusion, there is one “fly in the ointment’’. It would 
appear that the day is not far distant when India will enter on a police 
of protection, discriminating or otherwise. Protection does not of itself 
breed a class of industrial leaders. It does not of itself foster a sjrii’d 
of individual enterprise and initiative, but rather the converse, viz.^ 
that spirit of carrying on as things have been done in the past, and rcl} ■ 
ing on Government not to remove the protective duties, or if 
come to the worst, to increase them. Further it makes the carrying ou 
of the programme suggested more difficult because we, with one breatt, 
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say that we are to keep out as far as possible the goods of other countries, 
and with the next we humbly petition our producers of the past to teach 
us how to make the things we formerly took from them. We need not 
be surprised if they are not very keen. Even although the ultimate 
ideal be protection— whether it is the best policy or not, is altogether 
beside the point for present purposes — we could not go wrong along the 
lines I have suggested. It is a policy that would be easy to carry out 
now ; it would be more difficult under a policy of protection. Perhaps 
if it were tried on an adequate scale, the needfor protection might become 
less apparent;. if protection were then adopted, the country would be 
much better prepared for production within its own borders ; and even 
the most ardent supporters of the policy of protection must admit that 
it is fraught with grave possibilities for evil that are entirely lacking in 
the scheme proposed above. 




SOME ECONOMIC ASPECTS OF DEFICIT BUDGETS. 


By Propessor H. Stanley Jevons, M. A., B. Sc., 
University of Allahabad. 

Tli(^ operations of public finance deserve a close economic study 
))ecause of the important directive effects which the character and 
volume of public revenue and expenditure exercise on the economic 
activities of the people. The economic effects of taxation have been 
closely studied by many writers. These do not concern me in this 
paper, except in so far as a deficit may be considered to be due to 
undertaxation. The effects of various classes of Government expendi- 
ture are not so widely appreciated, which is regrettable because their 
ilinH'tive effects are in some ways more important in the aggregate 
of results. I find it necessary, therefore, to begin by discussing the 
uatiin^ of an economic deficit, and to follow this with some analysis of 
Government expcnditun\* 

In the first place, what is a real deficit ? 

We need to be very can^ful to distingiiisli between a mere book- 
keeping deficit, and a real etroiioniic deficit. The latter cannot be 
defined without a careful analysis : but broadly spealdng it may be 
said to be an excess of exponditiir<» in relation to returns from it, <.e., 
the public benefit secured, such that the accustomed rate of progress 
eaimot be maintained. The point which 1 wish jiarticularly to bring 
out is that a linjincial deficit must not be allowed to produce an economic 
deficit. 

There is no relation of any fixed or predieable kind between an 
economic deficit as here couceived and to be explained below, and a 
liuaiicial deficit. Au <M*.onoinic deficit may be realised even when the 
ordinary financial accounts show a revenue surplus ; and it is also 
possible that there may be no economic deficit even when public 
expenditure on ordinary recurring heads exceeds ordinary revenue, 
ft will generally he the ease, however, that a financial deficit tends to 
imxiuce an economic deficit ; and the main purpose of this paper is to 
see how this can bo prevented. With this explanation, I proceed to 
examine the nature of an economic deficit. 

The Capital Fund. 

Economists have been familiarissed by the writings of J. B. Clark 
with the idea of the “ Capital Fund ” — consisting of all the fixed and 
'ireulating capital existing in a country. It includes all public 
works and property, all usable buildings, all durable goods, whether for 
production or consumption, and all consumable goods. In a normally 

* This jMipor was given at tha conference mainly from notes, and substantial 
oliwges in tlie aubject matter have since been introduced. 
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progressive country the deterioration of capital goods is more than 
made good by new savings and investment, and the capital fund is 
constantly expanding, though more rapidly in some years than others. 
A great and destructive war, on the other hand, may seriously diminish 
the capital fund in the belligerent countries, and particularly in the 
actual areas of hostilities. 

Besides the “ material ’* capital comprised in the capital fund 
there is another and human element in the material civihzation of any 
country, of the greatest importance ; I refer to the accumulation of 
knowledge and ideas, such as the technique of industries, which have be- 
come public property and conduce, through inventions, new discoveries 
and improved organization, to a far more efficient application of labour 
and utilization of the capital fund. 

Improved modes of life — rational housing, towiiplanning, wise and 
simple hving, better health, cultiu'c for enjoyment of leisure '“increas(* 
directly, the sum total of human enjoyment bt'sides increasing the 
efficiency of the people as workers. All this accumulation of know- 
ledge, established institutions of government and t)f industry, all thesj‘ 
good habits, life and capacity for enjoyment. I must call, for want of a 
better term, the fund of “human capital.*' Education is. of cours(‘, 
the great agent for increasing the fund of “ human capital and 
public health services are perhaps equally important. 

Progress the Normal Condition. 

Economists are familiar with what is termed the static condition 
of a people. Over any period of years the capital fund shows neillicr 
augmentation nor decrease : the fund of “ human capital ” is stationary 
too. Society remains as it was. Only the|M)pulati()n would be growing 
and standard of living falling, until the pressure r)n the means of sub- 
sistence would bring the {xxsitive cheek into operation. This condition 
was doubtless characteristic of most of Kiir()|K‘ until the sixtc'enth 
century, and of parts much later; whilst in India and (’hinu large tracts 
have for centuries been in a static condition, broken only by wars or 
terrible famines. Since the break-up of the feudal system in Europe, 
and especially since the agricultural revolution and expansion of trade, 
followed by the industrial revolution, progress has become the normal 
state. There was in the eighteenth and nineteenth centuries a con- 
tinuous growth of accumulated capital, accompanied by a growth of 
technical knowledge and application of inventions. This was followed 
in the nineteenth century by a vast improvement of public health, the 
material resources for wliich only became available through the increasing 
wealth of the countries — England especially, others in Western Kuro|)e 
following. 

The rapid growth of material civilization in America, followed, and 
now accompanied, by a rapid expansion of the “human capital” 
perhaps the most astonishing phenomenon of progress ever setm, whilst 
Japan a^d many non-European countries have recently started and 
gathered strength in an economic revolution. In the present ag<‘ 
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progress is the normal condition ; and any country wtich is not 
augmenting its funds of material and “ human capital ” will lag behind 
in the race and become relatively poor and internationally weak. 

If progress is to be regarded as the normal condition, it follows 
that the public finance of every well-governed country must be so 
managed as to provide for constant progress in these respects. Finance 
must be found for all that will make for increased efficiency of the 
population as producers, for improving health, for better education in 
work and in culture. The normal budget will provide from revenue 
for building up the capital fund--- particularly that important portion 
{public works of all kinds) which is in public ownership— and for 
such expenditure on education and public health as it is possible to 
afford without unduly burdensome taxation. When such expenditure 
on public works, and the creation of “ human capital, takes place out 
of ordinary revenue there is effected a compulsory saving of capital 
by the people as a whrde through ‘the instrumentality of the State ; and 
this thoiiH be the normal condition. An economic deficit is the result 
of a failure of tlie scheme of public finance to secure such compulsory 
‘’saving " and investment at the annual rate to which the country has 
become aeciistomed. 

Nature of an Economic Deficit. 

An economic deficit occurs whenever the rate of growth of the 
capital fund, material and human is less than the normal rate of growth 
to which the country concerned has become accustomed, and 
t(> which it has adjusted its economic life ; and the deficit is the difference 
by which the actual rate of progress falls short of the normal. It is 
impracticable, of course, to define a normal rate of growth with any 
precision ; but the idea certainly has a firm basis in reality. It is a 
fact that in every country the population tends to grow, and at a rate 
depending on numerous factors peuliar to the country. It is also 
a fact that in every country which has become accustomed to the con- 
tinued investment of capital in public, works and in tlie expansion of 
trade and industries, there is a n*al demand for the continuance of new* 
investments of capital in such manner year by year. Failing such 
*iew investment the supply of all kinds of services and goods depnding 
on such investment becomes noti(^al)ly insufficient. The truth of this 
becomes evident when wo consider how the cessation of new investment 
during war-time brought alioiit an acute shortage of railway facilities 
of all Wnds, an increasingly felt want for new roads and bridges in certain 
parts, and a shortage of cotton doth and many other commod- 
ities largely produced in India.* 

*The shortage experienced was, of courae, partly due in the case of railways to 
aun-roplacemeut and inability to effect iepairf>, and in the case of commoditiea 

lestriotion of the normal overaena imports ; but, after mahing allowance for 
^hi8,the absence of tho normal annual uicrement of invtsted capital in the country 
Remains an important caust^ of the idiortage. 
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[fi'urthermorc, if a country has become accustomed to an extension 
year by year of educational facilities, or the progress of works and agen- 
cies for public health, it learns to expect a regular continuance of 
the extension of such facilities and improvements. Seeing what has 
been done here and there, people become increasingly conscious of wants 
for such improvements in their own localities, for by knowledge and 
experience they have been educated to want them. When a normal 
rate of progress is maintained there is a normal interval between the 
public becoming conscious of such a want and its satisfaction. When 
the rate of progress is much slackened that interval is greatly lengthened 
and people become impatient, become acutely conscious of the want. 
That is the psychological expression of an economic deficit. 

Relation of Normal Budget to Progress. 

In a country having a stable (iovcrnnient a financial equilibrium 
is more or less maintained in normal times of |)eace. When the people 
arc politically conscious and have representative institutions coni rolling 
finance the needs to be metbv expenditure are u])perm()st in men’s minds: 
they are debated and finally assembled into a budget. Taxation is 
imposed to raise the rev<‘niie needed to meet this exj)enditure ; and rh(‘ 
burden is distributed so as to bear as lightly as possible on all. that is 
to say, more or less in accordance with ability to pay. 

When the desire for progivss animates t he people, they will demand 
expenditure for the purpose. Of course the public may l)e. and often 
are, ignorant as to what kinds of Ooverninent activities and ex[)eiidi- 
ture would be most conducive of j)rogress. In this they need edii- 
eating; but in any case they will gradually learn by experience. As 
the public demand for progress grows, the normal budget will come 
to make more and more provision for the growth of the “ human ” and 
material capital fumi. 

Economic Ciassification of Expenditure. 

Before examining the eficcts of a disturbance of budget equilil)- 
tium, I must offer an economic classification of cxjaMuliture. the ohjcci 
of which is to indicate the econojuic effect of every kind of expensi* 
which a Government usually incurs. On this basis then* seem to 1)0 
six major classes of expenditure as follows 

(1) Military (including Maval) expciiditun* on defence and 
internal security. This is a direct drain on the national 
dividend, and thus retards the growth of the material and 
“ human’’ capital funds. War is always destructive of 1*^'’ 
capital funds ; at least so far as socielv as a whole (inter- 
national) is concerned. 

(2) Expenditure on the civil administration - maintenunee of 
law and order, administration of justiw, and collection of 
the revenues. These essential services stabilize the fabric 
of Qovemment ; and neither add to, nor detract from eitJicr 
capital fund, if honest and- reasona|;)ly efficient. A corrupt 
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or inefficient civil service and judiciary will often reduce, 
and even destroy the incentive to work and sa^^ng, and 
thus are detrimental to the capital funds. Underpayment 
of Government officers relatively to the standard of living 
to wliicli their class has iDecome accastoiued may be largely 
the cause of the corruption ; and this result of attempting 
to balance the budget must }ye carefully avoided. 

(3) Expenditure on the beneficent services, the chief examples 
of which are public health and education, increases the 
'fund of human capital, and directly in proportion to the 
efficiency of the expenditure. 

(I) Expenditure on the indirectly productive ser\'iccs increases 
the fund of material capital, and indirectly also the fund 
of human capital by creating leisure for enjoyment and 
r(*sources for maintaining the beneficent ser\'ices. Examples 
of indirectly productive services are the agrirultural 
departments and colleges ; technical and trade instruction ; 
maintenance of roads and otlier public works in good repair. 

(5) Expenditure on permanent works, such as roads, bridges, 
drainage channels, public buildings, and so forth. This 
directly increases the fund of material capital. 

(fi) Expenditure on the commercial services, such as the post 
and telegraphs, railways, irrigation canals, and all public 
utility ser\dces for which fees arc charged moiv or less pro- 
portioned to service renden'd. These are part of the flow 
of the normal economic life : and in most cases the state 
undertakes them cither on account of their monopolistic 
cl'.aracter, or because the risk in investment of capital is 
too great for private enterprise. Capital is invested on 
commercial lines, t. c., if it shows a return exceeding the 
rate of interest at which Government can borrow ; but the 
fact that Government lend.s its credit for raising capital is 
a factor tending gn»atly to augment the capital fund. 

Relative Growth of Different Classes of Expenditures 

Prime importance attaches to the relative rate of growth of ex- 
penditure falling in each of these classes. In a normally progressive 
country all classes of expenditure will tend to grow— not only absolutely, 
but relatively both to the general price-level and to population. It 
is obviously undesirable that expenditure in cla^sscs (1) and (2), 
niilitary and civil administration, should grow, except slowly : and they 
should certainly grow much less rapidly than expenditure on classes 
(3), (4), and (6). As the revenue and expenditure on each commercial 
st?rvice should balance, if not show a profit, at least over a series of 
.vears, I leave the commercial services out of account. 

-More important than the absolute or relative amount of expendi- 
ture on each service is its efficiency ; and the marginal efficiency of an 
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increment of expenditure In expanding the service will depend on the 
average eHiciency of the whole service. Bureaucrades have a ten- 
dency to over-organize themselves, and by their size and, by the intri- 
cacy of the channels of work and threads of control, to lose much in 
efficiency and particularly in initiative till they function only in re- 
sponse to clamant demands on their attention. Unless subjected con- 
stantly to criticism they lose the ideal of service as an object of existence ; 
and only a great emergency re -arouses it. It follows that an increment 
of expenditure directed to re-organising, simplifying and re-ehlivening 
a service \vill at times be far more efficient than an increment devoted 
to expansion. In fact an increment of expenditure on re-organization, 
if the effort be sustained, may enable an elimination of personnel to sucli 
an extent as to save far more than the cost of the re-organization, and 
yet gain in efficiency. 

Causes of Deficits. 

The equilibrium of the budget may be subverted, and a deficiT 
result, from various causes, the most frequent of wliich may be tabulated 
as follows 

Increased expenditure caused by- 

(1) A war, or other extraordinary military e.x|)en(litiire. 

(2) A considerable rise of the general price-levtd necessitating 

the increase of salaries of (lovernmeni servants. 

(3) The ‘ gradual growth of exixjnditure on any or all of the 

public services, due to prior commitments, such us 
graded pay. 

(4) Debiting to revenue the cost of urgently needed |H*niia- 

nent works, each in itself inconsiderable prhaps, but 
the expenditure Iwing prui^rly of a capital nature . 

Decreased revenue due to- 

(1) Depre.ssion of trade. 

.(2) Widespread failure of crops. 

(3) Civil commotion. 

The remedy must, of course, be adjusted to the cause, and u careful 
analysis of the cause or causes of a deficit is indispensable. It may 
be found that two or three causes artj acting together, each j>artly res- 
ponsible for the deficit ; or there may be a counteracting increase uiid(*i‘ 
some head of revenue, without which the deficit would have been larger. 
The analysis may conveniently be carried out by the graphic method, 
plotting a histogram of each head of expenditure and revenue for 
10, 16 or 20 years back. If plotted on the logarithmic scale* any ex- 
ceptional rate of increase, or cessation of the normal rate of iiicrease, 
will be immediately apparent, and the causes thereof be ascertained by 
an inquiry into the detailed figures. 


* For explanation of the logarithmic scale eee Elements of Statistics, by A. 
Rowley, Sod od. 1902, p. 188, or later editions ; and other text- books on Statistics. 
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Such an aualj/^is of growth of expenditure may be carried out, 
of course, according to the ordinary budget heads and sub-heads now 
in use ; and in practice it would be an onerous task to make a new 
classification of expenditure for the purpose. Yet the analysis cannot 
be considered complete until it has been carried to the point of separat- 
ing distinctly from one another all kinds of expenditure wliich telong 
to different economic classes, such as the six classes named above (pp. 42 
and 43). Only by such a separation is it possible to draw conclusions, 
as to the economic effects of proposed remedies— whether more 
revenue must be raised retrenchment be effected in various services, 
and if so which, by how much, and by what means. 

Such economic analysis of e.x|)enditure ought indeed to be the 
normal accompaniment of Imdget making, and not be confined to eras 
of enforced retrenchment. I'he various heads of ex|)enditure need 
to be redefined and regroufSHl according to a classification which has 
an economic basis ; or at least a second version f)f the budget should be 
pr(» pared on the economic basis to accompany the nctrmal budget based 
on an administrative classification. If this be done Government will 
iiavc its attention more forcibly directed to the probable economic 
results of proposed re -adjustments of expenditure ; and the legislature 
and the publi(‘ generally will be enabled to judge more easily as to the 
justification or otherwise of increases of expenditure, or proposed reduc- 
tions. having in view the future economic welfare of the country. The 
economic classification wo\il(l in fact exhibit the extent to which Govern- 
ment was contributing to the material and human capital funds of 
the country, and promoting material and cultural progress. A true 
balance-sheet for the country could be [>rc pared each year shom’ng 
the improve mejit of its material, vital and cultural assets ; though, 
of course, to make it strictly true, a valuation of those assets w'hich 
Would be entered at cost, according to the efficiency of the expenditure 
in producing the intemled results would need to l)e made by statistical 
and other means. 

Necessity of avoiding an Economic Deficit. 

The economic analysis of cx})enditurc outlined in the preceding 
section will go a long way towards discovering whether the country 
is experiencing an economic deficit or not. As I have pointed out 
already (p. 39), tliere is no necessary connection between a financial 
deficit and an economic deiicit, though, of course it is more likely than 
uot that a financial deficit will be followed by an economic deficit as the 
result of retrenchment initiated on account of the deficit. A financial 
deficit is, of course, liighly iuconvenieiit ; and if not rightly met, it may 
have seriously prejudicial economic effects. Such effects can be avoided 
hy correct financial measures ; and it remains true, therefore, that an 
economic deficit, whether arising from rotrencliinent, or from permitting 
ineffitaency to grow in the benefii*ent and indirectly productive ser- 
vices, is far more serious than a mere financial deficit, 
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The correct financial measures for coping with a financial deficit 
are to carry on by borrowing /rom the public by sale of Treasury Bills, 
and to fund tliis floating debt at least once a year by the issue to the 
public of long term loan securities. By this method the financial defi- 
cit does nothing worse tliaii add to the unproductive permanent debt 
of the country. 

Till* worst exj)edient (or meeting a deficit is inflation of the currency 
by excessive issue of paper or of token coins. Another measure some- 
times adopted to finance a deficit is to borrow from a bank, or banks, 
by a fixed loan, or a fluctuating overdraft, or by discounting Treasury 
Bills with the bank. This method results in inflation of bank credit, 
and thus of bank deposits subject to chequ(» ; and the effect in raising 
the general price-level is as bad as inflation of the ciirrencv. 

On the otlier hand, when the public buys Treasury Bills there is 
no inflation of currency or credit, unless the banks freely advance to 
the public on the .security of the Treasury Bills, which they should make 
a practice of doing as little as possible. The effect of large issues of 
Treasury Bills on the money-market is dependent on what Ooveniment 
does with the money. If it i.s immediately banked and paid out from 
the Gov'ernment account no stringency is caused ; but locking up 
large funds obtained by loan in (love rn men t Treasuries, or in the 
Imperial Bank, when the \mceTtainty as to dates and amounts of 
withdraw’al of large sums makes it unsafe for the Bank to lend any 
considerable part of it, will cause tem]mrary stringiuicy. (lovernmenl 
transactions can and should be arranged so as to avoid this result. 

The result of funding the floating debt is tf> transfer the loan secu- 
rities (i. c.. Treasury Bills) from temporary to permanent holders (the 
bills having become long dated stock or bimds) and thus from trading 
and financial firms largely to private investors, many ]>erha])s. of small 
means, and K',presentiiig all classes of the ])ul)lic. Thus the economic 
result is that part of the recurring ex^ienditurt* of a d(?fi(‘it year, which 
is represented by the deficit, is now represented by loan stock or bonds 
the annual interest upon wlucli will al)sorb a smali part of the country’s 
revenue in all future years until redeemed. Such debt is un))roductive 
in the sense that it has not btH*u incurred in order to make jieniianeiit 
works which would increase revenue directly or indirectly, nor to 
increase the *' human capital.^’ The interest on unproductive debt- 
is, of course, a burden on the country ; but not a serious burden 
comparatively spealdng. A measured judgment would regard the 
inflation of the currency, or of credit by bank borrowing, as j)roducing 
economic evils far greater than the creation of floating debt and its 
subsequent funding into permanent debt. 

I «»^ould go further and assert that it may be a positive advantage* 
for a country to incur a deficit and the consequent unproductive 
debt, if that deficit has been incurred by an increase of expendituiv 
on the beneficent services (public health and education) or on the 
indirectly productive services (such as the agricultural departmeuts)^ 
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The fund of ** human capital ” is thereby increased : and thilB vnW 
increase the efficiency of the people as workers. l)eRides to some extent 
directly raising their standard of living and capacity for the higher 
forms of enjoyment. The outlay on education, health and agriculture 
undoubtedly creates gradually an increased taxable capacity; and 
probably adds to the country’s revenue after a few years far more than 
the interest on the debt representing the deficit or series of deficits. 
Expenditure on education and agriculture efficiently applied gives an 
indirect return at a high ajinual |)err‘entagc. 

During many years before the war it was not infre(|iientJy the 
case that the Gennan Imperial Governnient was unable to balance its 
budget and met the deficit by incn^ase of its permanent debt. At the 
time I used to be puzzled that this seemingly im])nident finance had 
apparently no ill-effect on the country which with its rapiflly growing 
industries and mercantile marine exhibited a prosy>eritv and rate of 
progress unexampled except in America. The civil administration of 
Germany was efficient at low cost- only its army was a great burden — 
and the* l>eneficent and indirectly ])roductive expenditure was also 
efficiently made, so that it doubtless yielded a big annual j)ercentage 
of indirect revenue. TIence promoting and extending the beneficent 
and indirectly productive services, even thongli it led to the necessity 
of borrowing, was in every way good policy. 

The ground is now clear for me to draw the conclusion to which 
this pap(?r is directed. I have shown that ever}’ normally progressive 
country becomes accustonied not only to the idea of ))rogress, but to 
some normal rate of actual pr(»gn‘ss whicli is approximately maintained 
from year to year. Only in war-time and when finances become ser- 
iously deraiiged is this rate of progress checked. 1 am not sure that 
it is good policy to check this ])rogTi*ss even in war-time by curtailing 
the beneficent and indirectly productive services— certainly not unless 
the enemy's pressure necessitates a very heavy drain on man-power. 
J am quite clear, on the other hand, that not liing short of a tremendous 
war should be allowed to interfere with the country s normal rate of 
accumulation of “ human capital.” To retrench expenditinv on the 
beneficent and indirectly ])roductive services merely because there is 
a prospect or certainty of a financial deficit is deliberately taking an 
action whicli will produce an economic deficit. As 1 have tried to 
show, an economic deficit is the real thing : something which must 
adversely affect the country in the near future, and by its cumulative 
negative effects, also in the distant future. An economic tleficit must 
he avoided, thoivfore, even at the exptmse of incurring a financial 
deficit. 

Economies should be begun by an overhauling of tlie civil and 
judicial administrations, and by reducing military expenditui’e by more 
f?fficient organisation. Whilst economies are being realised in these 
directions additional revenues may be raised by taxation, until, after 
two or three years, perhajiSj the budget may lx* balanced again. In 
l^hc meantime financial deficits will be incurred, and these must be 
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funded into permanent loans. This may be done without misgiving, 
however, if the financial deficit is not large in proportion to the annual 
expenditure on the beneficent and indirectly productive services : say, 
not more than one-haU of such expenditure. In India, the finances 
of the Central and Provincial Governments must be considered 
together for this purpose. In any case it is not the beneficent and 
incfirectly productive services which should be stinted for money. Let 
them be re-organised so as to secure greater efficiency for the expen- 
diture incurred ; but to reduce this branch of expenditure so as to impair 
in any degree the service rendered, is bad national economy. *In some 
directions, c. g., in public health and agriculture, additional expenditure, 
would prove after a few years, so greatly remunerative to the country, 
that it would be sound economy (and therefore, sound finance — for 
the greater includes the less) deliberately to borrow to finance them, 
whenever ordinary revenue, after due retrenchment of the least neces- 
sary expenditures, is insufficient to provide for these services. 

Finally let me safeguard myself by saying that nothing in this 
paper is to be interpreted as condoning a legislature or administration 
w'hich fails to balance its financial budget. To go on incurring financial 
deficits year after year will add seriously and unwarrantably to the 
unproductive debt of the (‘oirntry ; and strenuous efforts ought to he 
made by economies in administration and raising additiond revenue 
to avoid this. Whilst deprecating financial deficits, however, 1 have 
been concerned to point out that there is the likelihood of creating a 
worse evil by any kind of retrenchment which will tend to produce an 
economic deficit. This last must te avoided even at the cost of 
inclining financial deficits during the period necessary to bring the 
country’s finances once again into equilibrium, 

A certain amount of discussion, principally on P'iscal Policy, took 
place during this Session. It was not reported. 

Garden Party At 4-15 p.m. the members of the Conference 
attended a garden party given in their honour in the Town Hall grounds 
by the members of the Reception Committee. 



SECom} Dat .-WEDNESDAY, JANUARY 17th, MORNING. 

EXCUICSION TO RAILWAY WORKSHOPS. 

Members of the Assot.*iation assembled at the Uiiivcrsity Hall at 
9-45 a.m. and proceeded in motor cars, kindly lent by members of the 
Reception Committee and others, to the Railway Workshops, Moghul- 
pura. They were conducted over the Locomotive Workshops and the 
Carriage and Wagon Workshops by the Officers in charge. At 12 
noon members returned to Lahore, 

Second Day WEDNESDAY, JANUARY 17th, 1923, AFTERNOON 
SESSION. 

THE NEW ECONOMICS AND THE EASTERN OUTLOOK. 

By Professor Radhakamal Mookerjee, M.A., Ph. D„ 
Lucknow University. 

There is a growing recognition in the west of two important limita- 
tions of modern economic science. Jn the first place, economic principles 
have not ].)rogresscd with the recent advances in biology and psychology ; 
they have remaiinul more or less a blend of hedonistic psychology 
and utilitarian ethics. An out-of-date associationist psychology is still 
the aasurnjition of modem economic analysis. The psychology of moti- 
vation, of individual and social behaviour is still inadequately recognised 
in economic th(?ory which concerns itself with the working of one human 
motive, and is apt to forget those external aspects of human psychology, 
which represent man’s manifold reaction to a concrete environment. 
The newly devclojicd instinct psychology decidedly exhibits a tendency 
away from iiitellectualism and the interpretation of conduct by an 
enlightened self-interest. EcoJioinics, however, still bases its analysis 
on the explauatioji of behaviour by rational motives, revealed by the 
logical intros])ection of the older psychological school. It has thus 
reared up a system on a logical method of investigation which is now 
obsolete and has taken only a fragment of real Jiving man and a distorted 
shadow of commercial economy. ’ 

This limitation in method and analysis is as a matter of fact associated 
in the age of steam and iron with the ideal of mechanical or geome- 
trical as opposed to vital qr purposive efficiency. This has sought quan- 
tity rather than excellence derived from individual variations in produc- 
tion and consumption, and repressed some of those vital and perennial 
instincts and impulses which are conducive to the development of per- 
sonality as well as of an all-round social well-being. Such repression 
1^8 led to the disturbance of the economic equilibrium in a wide-spread 
industrial unsettlement and unrest ; and it is the aim of post-war econo- 
mics to establish industrial peace as well as to correct that divorce of 
industry from art and from creative activity, and from the human and 
personal note without which the finer cultural developments of personali- 
ty and humanity are impossible. 
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It need not bo told that we have now come to recognise that economic 
efficiency exists in virtue of and in subservience to an all-round social 
and individual well-being. But this tardy recognition awaits elaboration 
in spite of the achievements of socialism, both in economic theory and 
economic practice. The post-war scientific industry has been shaping 
a programme for the satisfaction of those vital instincts and standards 
hitherto repressed in the era of macliine production. But little attempt 
is made to take these into account in economic theory. The parental 
and family instincts have received little recognition from the economist 
in his calculation of the standard of efficient subsistence. In the theory 
of value, the cost of production has not taken into account the element 
of artistic worknianship as entering into the quality of the product, 
while in the demand for commodities, the estimate of utility has missed 
the value derived from the satisfaction of msthetic impulse. The 
theory of production has ignored the instinct of constructiveness or 
creativeness whicJi infusion with the instincts of self-expression and 
mastery are to-day becoming manifest in the attempt of the labourers 
to seek control over the industrial management. Our expanding social 
sympathy and the herd instinct similarly demand the emergence of new 
economic concepts such as co-oper.ative productivity and ethical conj- 
petition, which mark tlie transition of the economic process to a 
biological as well as to an ethical plane. Lack of co-ordination indeed 
characterises economic analysis whicli cannot lift the [uoblems of ])roduc- 
tion and distribution from the merely mechanical and ])hysical ])lane. 
And in the exclusively meclianical point of view how easily and compla- 
cently the elements and factors are stiparated. The economic processes 
should not be looked at from the point of view of the mn])loyers or of tht* 
employees alone, as Jias still been tlie w-ont of modern economics, neo- 
classical or revolutionary, but should be broad based U])on the funda- 
mental values of concede human life. Important applications have 
been recently made of physiology and psychiatry, seeking to bring about 
an increase of efficiency and welfare of the workers. In business sale and 
industrial management, in lessening industrial fatigue and in measuring 
intellectual abilities, the role of the consulting psychological examiner 
is gradually recognised by thi industrial plants, which are coming to 
take into account the efficiency virtue of attending us strictly to their 
human outgo as to their human intake ; of even selecting workers 
on the basis of natural fitness and considering tlie problem of promotion 
upon linos of vocational psychology. Clinics and hospitals arc specialis- 
ing on the treatment of industrial accidents and diseases, and the study 
of diseases in their relation to occupational conditions. The concept 
of ‘‘ mass ” medicine, sanitation and social welfare has received spooisl 
emphasis during the war ; the sociological view of industry is gaining 
ground, but all this has failed to change the traditional approach to 
economic theory, which was fixed by the Bicardian economists who wrote 
and flourished in an age which had small responsibilities for its great 
undertakings. 

There has certainly dawned a conception of the complexities and 
perplexities of the psychological and technological factors of modern 
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industry, and of the differences in the calculus of production they bring 
about, but economic analysis remains still satisfied with the presenta- 
tion of the simple formula of Land, Labour and Capital. Similarly, the 
theory of distribution still ignores not only the interdependence of the 
factors of production but also the costs of maintaining their constant 
flow which are the first charge of the industrial establishment. The 
deficiency has been brought to the front especially in the theory of wages. 
The post-war social conscience is demanding fair and living wages for 
all grades of labour as a matter of practical economic policy and legisla- 
tion. But theories die hard. They are like the demons of the Rama- 
yana who fought on the bellies when their hands and their stumps were 
off. The theory of wages still clings to the conventional concept of 
marginal or specific productivity of labour which does not adequately 
recognise the fact that labour as an agent of production must not show 
an ebb and tide but a regular and constant outflow and inflow. And 
this is possible only when the industrial plant recognises its responsi- 
bility towards the renewal of labour as a group in the productive process. 
The dynamic concept of economics refuses to be satisfied with anything 
bss than a complete recognition of the above factor. This implies, 
again, a transformation of the economic concept of the standard of life 
to an ethical and normative concept, demanding the co-operation of each 
class involved in the productive process for the determination of the costs 
of maintaining the workingman’s families in dilfcrent regions, kinds and 
grades of employment. Fair wages should be determined in theory 
not merely with reference to local (conditions of employment in specific 
regions and occupations but also with reference to the profits of the 
imlustrial establishment as a whole and as part of the national system of 
production of which labour is an integral part. 

Modern economic.* unrest all hinges u])on the fact that the high cost 
of living, an «^ftcr etfect of the war, has encroached u])on the labourers’ 
means of subsistence : and unless the industrial establishments take upon 
tlminselves tin', responsibility of the recoupment of labour as a produc- 
tive group production will Im paralys(?d. This is specially true in tlie case 
of the present phase of industrial transition in India. Labour in the 
east in our mills, mines and plantations has not yet weaned itself from 
Tural and communal standards, and has especially been showing symp- 
toms of a morbid patliology which should be treated in a sympathetic 
spirit that must seek to cure the ills of labour in an alien environment. 
The east has still prescn’vtMl certain vital values and standards, which 
may yet be utilised in a saner and more righteous industrialism. We 
are gradually witnessing the emergence of a new industrialism which is 
based on the recognition of human values and standards, but this has 
been as yet unaccompanied by any real changes in the apj)roach to 
economic theory. 

In no other aspect has economics ignored more the standards of 
I'-he east than in its urban predilections. In the east agriculture is 
hindamental, the source of livelihood for throe-fourths of its population, 
^nd its social values are duly recognised tlioiigh at present the tendency 
1^0 subsidise urban development at the exfxinse of agriculture has begun’ 
^ be manifest as in the west. Both in Great Britain and the United 



States of America^ nearly two-thirds of the people live in the cities and 
towns^ and the movement to the city had proceeded apace. The low 
birth rate and high mortality as well as physiological deterioration of 
’ urban populations mean a continuous deterioration of the race and of 
the level of civilisation. The war has taught that the subjection of 
agriculture to crises due to urban profiteers represents a drift too far 
in the wrong path of urban parasitism, and there has arisen an appre* 
ciation of the values of agriculture, its richer rewards of satisfaction 
for the normal human instincts, and its larger outlook to the progress 
of the race. Economics has been the formulation of urban interests 
and strivings, which have always exploited each other, giving us the 
picture of mutual conflict. To economists land has been a mere agent 
of production, a form of jiroperty or wealth as aliecting industry and 
taxation, and not as an environment within which is set in harmonious 
setting tho normal life of civilised man, a field for the exercise of the 
instincts connected with home-making and coiistructiveness, which 
have played the primary part in developing and maintaijiing civilisa- 
tion. The want of perception on the part of the economists of the 
relations of agriculture to other forms of liuniau activity has made tlie 
science so barren of results towards eugenic and eiipsycliic reconstnu: 
tion ; and nothing will tend more to bring about practical adjustment 
of human relations and activities than tho ro-oriontation of the rusth*, 
i.e., the concrete biological, human-interest poijit of view. Even social- 
ism has adopted the wrong psycliology in relation to land. Fed l»y 
the passions of the landless proletariat, socialism has etiiphasisod the 
abuses arising from urban land inonojHily, and proj)u.sos even to take 
away land from farmers, and control it like an ‘'industry’* from the 
city. The repression of such a normal instinct as land-hunger has 
caused mob-outbursts, while the attempt to establish urban prolcta* 
riat dictatorship over agriculture has wrecked farming and urban manu- 
factures in Bolshevik Russia, Thus has abstract reasoning set at 
naught imperative human and social values. .:\n inter-ileiieudcnt system 
of rural and urban economy and exchange can alone maintain tlie struc- 
ture of civilisation. The rural community movement and th(i co-o]iera- 
tive organisation are thus in the forefront of social jn’ogTauinus to 
arrest the disiutegrating tendencies of urbanism. The nornial balance 
between agriculture, manufactures and commerce has been disturbed 
ever)rwhero by the action of mercantile rings ami syjidicales who si)ecii- 
late in crops, heedless of the requirements of focal consumption of tlie 
agricultural population. Commercial jjarasitism is scien in its worst 
forms in tropical regions where abundant cheap labour is utilised by 
white capital with a maximum of commercial activity and urban profit. 
Rural progress starts from rural self-aufiicieiicy ami consists in a rota- 
tion of multiple crops, while one crop system oven while it leads to 
over-production does not lead to the satisfaction of the manifold 
needs of a relatively simple agricultural community. In one 
crop systems of agriculture as in tea, coffee, cocoa, jute, rubber 
and hemp plantations in the tropics we find a close approxiim^* 
tion to factory methods and regulation along with the rise of slums 





and sweated labour even in the midst of a sparse population. The 
one-crop system in Africa and Asia has been an agency of oppression 
and a cause of agricultural depression, and agricultural crises and 
famines show the dangers of urban exploitation. Indeed the acute 
problems of intei-racial economics connected with the exploitation of 
the tropical and sub-tropical regions arise on account of the disturbance 
of the normal equilibrium between agriculture, manufacture and com- 
merce, Economics ouglit to appreciate better the general need of 
better relations between urban and rurjil interests. Civilisation must 
conserve the fundamental educational values of agriculture.* But 
economics entirely overlooks them, and in its emphasis of urbanism 
ignores many other ehuiiental instincts and deeper satisfactions of 
human nature. 

la an admirable analysis of contemporary economic thought, 
Professor Potter has re.cently shown the limitation of what lie terms 
price economics, which has very tenacious roots and sprung up vigor- 
ously in the writings ot authors where it had been blasted leaf and 
branch, lie e.xamines especially the dilemnia of Alfred Marshall, the 
influence of wliose book ou economics teaching in India has not been 
quite healthy as encouraging an unreal and speculative outlook. In 
his price economies, Marsliall is a faithful guardian of llicardianism, 
thougli tlie human element evident in his eiKjiiiries and digressions is 
perhaps the lirmest foundation of his reputation in spite of his eclecti- 
cism ill matters of principle and his apologies for the sophistries of 
Ricardianism. The neo-elassicists still talk Hamlet-like with the skull 
of an effete Ricardianism on the one hand, and the spectre of the 
economic man on the (»l!ier. Problems of banking and currency, of 
price fluctuations and crises may be expressed in monetary or mathe- 
matical terms but. they tinich only the fringe of the real economic in- 
terest. For cfrtain purp.osos averages and indexes may be absolutely 
Uieless. As a statistician ob.iervos, an average or an index cannot be 
used wlien the exact wage conditions of an industry or a locality is the 
fact to be ascertained. But for the study of the broad tendencies, an 
average still re|)roseut s a very convenient method and when the tendency 
studied applies to many indu.stries and many localities, nothing can 
supplant an index numU*r. It must also be remembered that averages 
and index nuiubers .should be applied not merely to the study of the 
world of labour as a whole but also more iisetully 1o the investigation 
of wages and hours of labour in different occupations, localities and 
grade, s of employment, even as the new economic psychology should 
obtain its data from the variety and heterogeneity of types of labour 
and its behaviour, and their relation to the technilogical conditions 
of particular industry. Thus the average and index have and must 
have reference to one of the important issues of a concrete economic 
environment and its diverse and specific reactions on man and his wel- 

•Por the edaoational values o£ agricultuie .seo 0. F, Cook’s “City and Country,*’ 
and “Journal of Heredity,” March and April, 1921, and my “ Foundations of 
-udian Economics,” Oonclusion ; and “ Principles of Comparative Fconomics, 
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fare. The mathematical and the statistical method in order to be useful 
must shoot forth tendrils of human tendency ; and, indeed, the new 
method must elude a graphical or mathematical representation inas> 
much as human motives and tendencies cannot be measured quanti- 
tatively because of their element of uncertainty, and of the qualitative 
difference from the standards of measurement proposed. Even if we 
admit the measurability, these would have to be regarded as functions 
of such a large number of variables that any exact calculation will be 
rendered impossible. The fundamental basis of the new method will 
be the principle of adaptation, which being the essence of all economic 
tendencies, exhibits a manifold variety in diverse economic groups and 
situations. The conventional method of treatment is but an instance 
of geometry nibbling «at the skirts of living issues. The relations of 
men to goods and to their enjoyment, the choice of industry and of 
profession, the satisfaction value derived from production as a crea- 
tive activity and from consumption of material goods as a mode of 
enjoyment, social and individual valuation, the concrete economic 
situation with its complex processes and phenomena and their reac- 
tions on man and liis motives and welfare, these and other problems 
which gravitate round tlie very centre of economic interest cannot l)e 
moulded in a Prociistean bod of classical or neo-classical formulae, 
averages or indexes. In no other age, indeed, have (Economic theories 
been so much discredited and distrusted as during and after the war 
because of the obstinate attempt to interpret concrete ])roblem8 and 
issues of life in terms of meclianistic valuation. They have been regard- 
ed as inadequate by administrators on the one hand, and abstract and 
dogmatic by the revolutionaries on the other. 

Its effects have been no less harmful than that of the ni(^iapliysi- 
cal theory of the state as propounded by German political philosophers. 
The abstract concept of the economic man, empty of content, clothed 
with the form of rationality the demands of competitive industrialism, 
the nineteenth century phase of western economic njvolution even as 
the Hegelian theory of political obligation latterly came to justify the 
autocratic demands of the Prussian bureaucracy. The finalism of 
economic abstraction, which has found its modern champion in Marshall 
and his school, has been associated witli a gospel of duty, separated 
from empirical purposes and results, which has gagged the vital impulses 
and values of individuals as well as of society at large. British 
economic metaphysics, if I may coin the term, fares no better in this 
respect than the post-Hcgelian political philoso])hy ; both set up as 
realities states and social economic laws impersonal and alien to, and 
lording it over the deeper and the dynamic phases of human life. And 
here again the corrective would be as in the case of the German idea 
of the state to go back to the realisation of the wholeness and complete- 
ness, rather than the unity of the group. And this realisation will 
bring in its turn the recopition of the group as a dynamic and integra- 
tive reality or the body intermediate between the state and the indivi- 
dual which will be the bedrock upon which new economic thought 
must stand. 



The root fallacy in economic theory lies much deeper. Economic 
analysis has not as yet weaned itself from the obsession of the Darwinian 
theory of competition and natural selection which has made much 
of the competitive system among animals and neglected the co-operative 
system in organic evolution. This has strengthened and been strength- 
ened by the older interpretation of individual behaviour by rational 
motives. Indeed both these strands of thought are hardly discernible, 
in the web of economic individualism, which the economists have woven 
and which has cast its spell over every field of human endeavour. 
That spell has now been broken after the strife and unrest which followed 
the unregulated development of capitalism and financialism with its 
inevitable nemeses of individual and social revolt. And to-day in the 
west we see tentative experiments of group formation which seek to check 
the evils associated with the centralised absolutist structures in polity 
and industry. But co-operative production has ceased to progress while 
organised unionism subordinates co-operative political lines to class 
interest and practically abolishes the older political order. Guild social- 
ism and 'syndicalism are to-day each loudly advocating schemes of re- 
organisation on the l)asis of the group organisation of the economic life. 
In all these scheiiKss of industrial reconstruction, however, the inheren 
rights of groups are asserted and emphasised in the same way as the 
natural rights of tlie economic individuals of the lamez fairc days while 
in the attempt to bridge the gulf between the labourt^r and the Capitalist, 
the unskilled proletariat and the sj^ecialised worker, the social strife is 
repeated in another and porha|)s a more extended field by ranging the 
forces of ynod action against the army of consumers and brain workers. 
This will be tlie inevitable result of adopting the syndicalist plan of the 
substitution of the economic control of producers for parliamentary 
control by the consumers. The guild socialist’s notion of two states is 
similarly inadequate for it does not present a practical solution of the 
difficulties that will arise in case of the conflict between the federation of 
trades and guides on the one hand and the organisation of the consumers 
on the other. 

The new economics must base itself on a more adequate theory 
of group-life and relations. Guild socialism and syndicalism break up 
the economic man into divergent and conflicting fragments which refuse 
to reunite in the political order. Socialism invokes the all-obtrusive 
authority of the state, with its inspection and inspectors, for compelling 
their co-operation in the exercise of the general will of the community it 
represents. Indeed all these movements originate from a vicious 
hypostasis of man and his functions ; only the calculating and hedonistic 
man of the classical days has yielded liis place to an aggressive and 
intimidating economic man. The new economics will avoid these 
fundamental errors and base itself on a new type of group-life which 
takes into account the whole man and fuses any divergent and conflicting 
interests by placing the individual in the communal centre and the 
communal interest in the centre of the individual life. It will develop 
concepts of man as an evolving social being, who satisfies his needs by 
complex social co-operation and whose activities are not so mechanical 
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as the theory of competition assumes. These spring from the deeper and 
more elemental impulses, which determine economic .st«andards and 
institutions and place the life economic in a harmonious setting of the 
collective life of the community. Economics will thus satisfy the in- 
evitable and growing demand of the corporate social i)er.sonality of man, 
so much repressed by the modern economic organisation. Indeed wo 
are mtnessing to-day far-reaching changes in tlie economic organisation 
itself. Industry is bound to be co-operative and creative in a much 
fuller measure than we now imagine. The future does not belong to 
State-socialism, for wc already see a movement in the west towards tlie 
delegation of the autliority of the state to the great trade unions. The 
* natioiialisation of industry in the pliase at present before the industrial 
leaders has obvious dilliculties. Yet tlirough socialism and syndi- 
calism, Guild socialism and organised unioiiisnv the west is .steadily 
approaching tj>\vards the new industry and tin* new society in which the. 
industrial groujis will be h(‘tter oriented and tliore will be neither any 
indastrial compromise and forced acquiescence' resulting in strikes and 
lock-outs nor any dissociation of the groups involving economic and 
s<jcial anarchy. 

To-day the new groiq» psycluilogy, tJu? new ethics, the new politics 
and the new jurisprudence are all based on a new com.'eption of jnodos 
of association and of integrated individuals acting in groups. They arc 
all giving up the tattered garments of the nineteenth c(‘ntury Hgnient of 
the isolated man though owing to an imperfoc't concef>tion of synthesis 
the sectional view of the social orgaui.sm is rea])pearing in other guises. 
Indeed the whole aiui-intellectualistic tenricucy and the trend oi 
philo-sophical thouglit towards IMuralism have swept away the basis of 
that logical abstraction on wliich ei*onomics still iv.sts. Tin* re-instate- 
raont of man’s composite personality and tlie healtJiy and tin* progres- 
sive group life and development insistently demands more adequate 
and correct economic concepts. Tlii-s demand is being met in other 
humanistic studies, but economics still obstinately refuses it. 

But a far more important def(>ct in logical analysis arises on account 
of the neglect of wider cultural groups or ty|)es that comprehend tin* 
entire life of races and peoples other than the purely Eur-American whose 
rich, social and economic cxperimeut.s have no less a significance in tlic 
evolution of world life. Economics has not liithorto snfliciently taken into 
the account diversity of environment.s and the variety rif life-schemo.s, 
and economic values of cultural groups and regions, and different social 
and historic series in different cn\ironment.s. The impact between the 
east and the we.st has in recent years given birth to the sciences of com- 
parative ethnology and jurisprudence ; the types of communalism in 
Asian polity have been an eye-opener for the western student of political 
evolution, while the economic organisations of the cast have no less a 
aignificance for economists. Social and cultural Anthropology has come 
to discover a variety of social values and life-schemes but economics still 
clings more or less to an analysis of western social history. The normal 
type of evolutions are furnished by the social history of Western 
Europe chiefly the phase known as industrialism, and all economic forms 
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and institutions which do not conform to it are regarded as primitive and 
rudimentary. The influence of conditions which differ by their quality, 
quantity and order of succession arc thus ignored. 

Confining ourselves strictly to the sphere of economic forces and 
institutions, we find in India a differential level and gradation of wages, 
which is not maintained by competition but is customarily adjusted to 
the standards of subsistence tliat take into account the needs of the 
family and the conditions of craftsmanship in our village communities 
and different classes or castes of labour. The Indian agrarian organisa- 
tion has similarly rested on the basis of the association of the peasant 
with a homestead, so far as possible a h(*reditary one, and a few acres of 
land. Accordingly, the family instinct of the Indian for the fixed 
homestead and appurtenance of land has prevented the rise 
and development of the economic rent as a separate and separable 
share of a landlord, being merged in the farmer’s earnings, or the 
communal share thereof, and has given to Indian rent the character of 
revenue or assessment for protective services rendered whetlier by the 
State or tlie village community, or some constituted local functionary. 
The strong communal tie has also imposed certain limitations on the 
individual ownership and use of land by emphasising communal rights 
and duties. But tlie clianges brought about during the dismemberment 
of the Moghul Empire and the importation by the early British adminis- 
trators, brought up in the school of Bentham and Ricardo, of individualis- 
tic ideas of |jroperty into Indian land revenue settlement have superseded 
the old Indian notion of rights of different grades possessed by different 
classes of the community in one and the same land. These have intro- 
duced landlordism with jiroprictary rights as well as the free transfer or 
alienation of laud, which was not previously allowed except with consent 
of the family, the village, community, etc., and have created the charac- 
teristic phciipmeua connected with economic rent. More alarming is 
the emergence of a class of laud labourers, the counterpart of the wage- 
eaniing proletariat of the West, who fill our mines, factories and plan- 
tations. The fast increase in recent years of tliis class in some of the 
provinces is a problem alike of the administrator and the economist 
on account of the social disintegration it is associated with. 

But it is not merely the social tradition which has given a charac- 
teristic mould to eastern economic organisation that has been ignored ; 
other formative factors, such as the geographical or climatic, have been 
equally lost sight of. The scale of consumption, for instance, is adapted 
to a particular geogra])hical environment. The true theory of food 
values can thus be formulated only after a comparative investigation 
into the dietary of different peoples. The level of the nitrogenous eqiiili- 
hriura is different among different races. Certain races have lived 
and done well with small starchy and sugary food. The importance of 
the natural organic salts and vitamines is also not sufficiently recognised. 
If wo have the right balance of these, we may need less protein and less 
calories. Again, many other factors are to be taken into consideration, 
besides the amount of body weight, climate and so forth. The very 
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limited dietary of the Chinese and the Indian suggests that while not 
condemning altogether the orthodox theories of food values, at least 
as regards the body-building foods, and the natural salts and 
vitamines, we may be prepared to find that a far smaller amount, at 
least of protein and of the calories, will suffice provided that certain 
other conditions be fulfilled. 

In India clinical researches tend to show that the level of proteid 
consumption which is sufficient for healthy subsistence and normal 
efficiency of an adult stands much lower than the same level for the 
European adult, being GO to 70 per cent, of the latter’s require- 
ments. This has important bearings not only on the nature and 
standard of our consumption and nutrition but also on the conditions 
of employment of labour generally. Our metabolic changes and the 
processes of wash and repair connected with cell storage and cell dis- 
charge, necessitate not intense and intermittent spirits of energy but 
slow, steady leisurely work. This is partly also the character of Mon- 
goloid coasumption and 'metabolism. Accordingly those lines of manu- 
facturing industry or types of organisation of labour which require 
long hours of steady, e(|uable work and admit also of leisurely disengage- 
ment at intervals are |)eculi.arly suited to the Indian labourer, who lias 
been known to beat his European compeer in such formsof labour in 
the actual history of British Colonial dovelo])ment. In the recent 
history of factory industries in India wc have too often witnessed the 
deterioration and degradation of labour, due to the violation or neglect 
of these primary conditions, and the universal ('omplaint of mill-mana- 
gers regarding Indian labour are traceable to the instinctive efforts of 
the labourers to correct Ifu; nialadjustinciit in the fields of biological 
and sociological adaptati<jn alike. This is also res])onsil)le for the 
development of the world’s worst slums in our mill-areas, the seedplots 
of vice and disease, where the sanitary dangers of excessive agglomera- 
tions of po]julation have been accentuated by climatic conditions of 
heat and moisture though our climate itself provides natural remedial 
agents like sun and rain, if only the plan of oiM^n-air and ont-door life 
could be imported into our closc-built hmtis and chawh. Examjilcs 
of economic, and social maladjustment are too numerous to mention. A 
process of substitution, sujier-imposition or imitation is manifest in 
such phenomena of economic transition, characteiistic of the East, as 
the disparity between rural and urban economic standards, the decliiie 
of cottage industries, the system of explorative advances, rack-renting 
and non-occupancy tenancy as well as the devcloj)raent of city economy 
and exchange independent of and sometimes antagonistic to agricultur- 
al life. Abnormal phenomena are those of the employment of forced, 
^nal or decoyed labour, condemned to work in insanitary mines and 
noxious plantations, excessive ruralisation, a characteristic of eerno- 
mic backwardness or excessive urbanisation, a characteristic of econc inic 
parasitism, or again, the control of currency by capitalistic and financial 
interests. More important politically speaking are the phenomena ol 
conflict of economic types such as those of the prohibition of immigra- 
tion, or of free imported labour of black, brown or yellow stocks as in 



America, Australia, East and South Africa or the forced reservation of 
vast areas in different continents. Asian labour which has taken a 
prominent part in the early development of the Colonies is now sought 
to be excluded on grounds of political expediency, and the economic 
argument is advanced that it tends to lower the standard of life and 
consumption of the European labourer thougli the latter is highpr than 
the requirements of the region. But the claim of the Chinese, Japanese 
and Indian labourer to participate in the reclaniation of Central and 
Northern Australia, of the Bantu races, supplemented if need be by the 
Indian stocks, to convert the wildernesses of Central and Eastern Africa 
is the claim of nature adjudged by science and ratified by humanity. 
And if international (^cononnes ])eri)etuatc the demands for the open 
door and the claims of industrialism to exploit the tropical regions of the 
East, the banged door in the West must l)e thrown open, and the claims 
of the Indian agriculturists, miners and traders in South Africa and 
America, and of the Mongoloid peoples of the Central Asian Steppes to 
take part in the pastoral and agricultural development of the Canadian 
and Alaskan wilds must be recognised. Cognate in nature are the 
phenomena which arise in the tropics out of an ill-regulated intercourse 
between rudimentary and advanced economic types, whicJi has brought 
about the deterioration of white stocks as well as demoralisation and 
suffering and sometim<‘s slow extinction of black peoples. Nature has 
decreed that liiimun evolution .should include a colour scheme which is 
an essential factor in the adaptation of man to his surroundings, and 
which is ail outward and visible indication of his fitinsss lor life under 
certain giiographical conditions. And the time has come for interna- 
tional legislation and siipervi.<ion to ratify the judgment of nature. 
In protection and segregation, in reserve and assignment to locations 
of particular races, in shut door or open door, tlui problems should be 
approached in the light of a scientific hnmanitarianism. This neces- 
sity will be felt in spite of the gradual and increasing control of indus- 
trialism by labour, for whatever promise international socialism may 
hold out, oven groups of labourers are ready to exploit weaker groups of 
workmen. The new imperialism will recognise sooner or later the 
necessity of international control and supervision to protect the rights, 
liberties and welfare of coloured labour, and to revise laud and trade 
])olicy in the plantations so that the social organisation may evolve 
unimpeded in the mutual adaptation of stock and clime. Railway, 
mining and trade rights Hill be secured by concession companies, and 
loans, national or international, will bo advanced, so tliat the economic 
education of the immature or less advanced races of the world will 
proceed apace. And the benefits of such economic intercourse will be 
not merely material. The Indian and the Chinese coininunal conscious- 
ness, and its works and experiences will be utilised in a new industrial- 
ism that will supply the driving force and initiative to the old commu- 
nalism and re-educate and renew it by the schemes and methods of 
group organisation now being advocated in the West. The implied 
socialisms and humanisms and the variety and vitality of group-life in 
China and India will furnish valuable data for the present iudustnal 



reconstruction on the West, even as agricultural and industrial co-opera- 
tion, and self-government in industry, according to the guild-socialist 
or syndicalist plan >vill be useful in the revival of the villages and the 
organisation and federation of industrial communities in Eastern coni- 
munalism. Thus it is that there will emerge a true world scheme 
of economy, in which superior and backward peoples will help one 
another in .the exploitation and distribution of the world’s material 
resources and the moral resources both of the West and the East will be 
utilised in new economic and social cx])orimenta for bringing peace and 
harmony to a discordant and distracted humanity. It is this end 
that Comparative Economics will have in view, and it seeks to achieve 
it not only by an investigation into individual and social motivation as 
impelling economic activity but also ascending by a wider synthesis of 
life and history into the divergent economic values of dillerent cultural 
groups and regions as members of the economic federation of humanity 
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DISCUSSION ON DR. MOOKERJEE'S PAPER. 

Mr. Bhateja after Dr. Mookcrjee had summarised the contents 
uf his paper said that he failed to understand why Dr. Mookerjee 
should have selected the Orient as the custodian of the science of 
group-life, and pointed out tliat the whole history of Russia was a 
striking illustration of a country which managed all economic and 
political institutions on a group basis. He pointd out that group-life 
existed 'in Germany also, lie then went on to say that co-operation 
did not begin in India but in Germany, and he showed how it also 
flourished in France. K(*ferring to village Panchayats he said that 
these institutions could not possibly flourish unless new life were 
infused into them and that practically meant converting them into 
new iastitutions. Finally he said that he failed to understand how a 
system of Indian Economics or Oriental Economics could be built up 
(111 local doctrines, local ideas and local theories. 

Dr. Mookerjee by way of rvply said that a coiii])lex question 
had been introduced about the diflierence in group-life organisation as 
Ix'.twccn India and tlu* W(‘st, and pointed out that the history of the 
19 th century economic and social life in the West had been a history of 
over-centralisation. Again tlie Iiidiustrial Rt'volutioii had brought with 
it a scheme of life based on ch*.onomic individuality as a result of which 
all those customs and usages which existed in the old village communi- 
ties had bi'cn brushed aside. He n*gretted he could not explain in detail 
the various points raised in tlu*. discussion as ho had to run forliis train. 

Mr. KuVLE in concluding the tliscussioii said that wliile recog- 
nising tlie existence of village groups they must remember that 
these grou])s liad become ilisorganised, and he very much doubted 
whether the old communal or group spirit was likely to be of much 
use in starting new economic and social instil ul ions. Referring to 
the Ciise of Pancliayat,s he said that the Minister ot the Local Govern- 
ment ill his Presidency found it very ditticult to bring the Panchayat 
Act into operation because the villagers were not willing to stand for 
clcctioiLs. This was coiiviiiciiig proof that it was not possible to revive 
tlu*. old Panchayats wholesale, or even to reconstruct their social and 
ccoiioiiiic institutions on tlu* old basis. In the lace of the economic 
eluinges that were taking place he thought that though it might be 
tiesirable to make luse of the old spirit of corporat** life, they could not 
ucfc wholesale through the old institutions. He pointed out that in 
<^ertain parts there wem co-o|>erative credit societies and housing 
societies on a caste basis, but this he did not think desirable at the 
present time, and such societies in his opinion wem better when formed 
on an altogether new basis. 
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THE MEASUREMENT OF PRICE FLUCTUATIONS AND OF 
THE TIME INTERVALS BETWEEN PRICE MAXIMA. 

Section 1. 

1. Introductory. 

There is little doubt that most people would prefer to hear about a 
new type of phenomenon rather than attend to the precise arithmetic 
expression of a group of recognised facts. Scientists are in many ways 
quite ordinary people, and are often endowed with a similar preferential 
interest. It is probably for this reason that the search for new periodi- 
cities in food prices, or in the annual yields of the harvests, or in the 
occurrence of years of great or small rainfall, has been more actively 
pursued than has the examination of the annual fluctuation of prices, 
which is based on a fact of common observation, namely the recurrence 
of the seasons. 

Yet I venture to think that, apart from its own intrinsic value, the 
quantitative analysis of the details of annual price fluctuations, will be; 
useful when engaged in seeking for periodicities which are unknown in 
advance. When, indeed, we thoroughly understand the numerical 
magnitude and characteristics of the yearly variation, we shall be much 
lessUkelyto be deceived as to the significance of the values of the 
constant hammered out by the automatic machinery of {)eriodogram 
and Fourier Series. 

This quantitative examination will lead up to the examination of 
the results of harmonic analysis as applied to short term fluctuations of 
prices, for periods varying from 2 official fortnights to 48 official fort- 
nights. As there are 24 official fortnights in the year this analysis will 
cover periodicities from 1 month to 2 years, though no broken periods of 
a fortnight have been included in the periods examined. 

The paper will close with a theorem on the closely related subject 
of the time-intervals between successive price maxima, this theorem 
enabling us to deduce the probability of any particular time-interval. 
The correspondence between the theoretical frequency and the obstirved 
frequency of price-intervals, for wdieat in India and England, and for 
American Cotton at Liverpool, will be exhibited. 

2. The Data. 

The annual variation of the retail prices of the 5 food-stuffs, wheat, 
jowar, maize, gram’ and gur at Lahore has been examined. The prices 
used are those known as the Fortnightly Gazette prices, which are sup- 
posed to represent prices as they stood in the principal market for the 
particular commodity on the 15th and on the last day of the months. 
The actual intervals tetween the dates for wliich prices are recorded vary, 
therefore, from 13 days for the second fortnight of February in an ordi- 
nary year, to 16 days. Properly speaking the data should be corrected 
for the irregular lengths of the official fortnight, but the error introduced 
hy ignoring this irregularity is small mth respect to the much more serious 
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ertois in the recorded prices themselves. These prices are in fact only 
approximations, as they are simply the figures which the bazaar “chau- 
dhri ” thinks it dcsiraMe to supply to the Tahsil officials. As a rule 
it is to the advantage of both chaudhri and Tahsildar to exaggerate the 
actual price, as, should a demand for one of the commodities be made, 
it could always be readily supplied at the quoted figure. How serious 
such errors may sometimes be, can be illustrated from a recent case in 
which the Gazette prices were chocked by reports from an Independent 
industrial surveyor. The results are — 





Price aB reported 
in the Gazetti' 
for 31-8-1922. 

Price' as repoited 
by Din^ctor of 
Industries f(»r 
31-8-1922. 

Percentage- 

dilTewnce, 

Wheat 



Rs. A. 

Per mannd. 

5 11} 

Ks. A. 

Per mannd. 

5 G 

Per cent 

G 

Jowar 

• • 

• • 

5 0 

3 12 * 

33 

Ghi 

.• 


lOG 0 

9G 0 

10 

Bengal Goal 

•• 


1 8 

1 0 

rA) 


These are, of course, extreme cases from a seri(‘s of j)rieeR of 24 commo- 
dities, and even in them the Tahsildar was able to produce written 
evidence that his quotations were accurate (.sic), so that the true ])mv 
was possibly intermediate between the two sets of figures. Yijt, the 
instance emphasizes the need for caution in blindly acc(*pting a single 
quotation as reliable, and the inaccuracies may be sufficient even to 
afiect conclusions based on averages of a gooil many years. 

In the method of examination of the prices adopt ( h 1 liere, systomalic 
errors arc to a large extent eliminated by dealing only in tlie. jniee 
level of any commodity expressed as a preentage of tlu* anteceiknl 
years’ annual average price for that commodity, so that a imiforin 
percentage error of a quoted price in excess or defect- will not alter tlu^ 
working ratio. There is no means, however, of deducing the true 
percentage price of a commodity from quotations which suft’er from 
non-sptematic errors, and wo are obliged to fall back on a niathcmaticnl 
graduation, based on the unproved assumption tliat prices will, on 
an average, over a long series of years, cxliilat no abrupt fluctuations. 

This smoothing-out process is a common-place of all statistical and 
physical research, and its validity depnds on the clos(;nc.ss with wliicli 
the adopted graduation formula expresses the actual law underlying tho 
data. In the case of the seasonal variation in prices, it is dear tliat 
some periodic function is required, and this condition rules out the ai)]>li* 
cation of parabolic, or exponential curves used in actuarial work, or 
Pearsonian Frequency curves. The obvious function to use is, there- 
fore, the first harmonic of the Fourier Series, and this function has been 
calottlated for all the seasonal price data given hereafter. 
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3. Further descriptions of the data and treatment thereof. 

Retail prices have been used throughout the present investigation, 
partly because it seemed likely that they would be less liable to be incorrect 
owing to speculation and the rigging of the market, and, chiefly because 
a longer unbroken scries of such prices is available in the Punjab Gazette. 
Even BO the statistics suffer from lacuiiaej and none of the scries was 


found to be complete prior to 1873. 
prices have been utilised are — 

The actual years for which the 


1st Group. 

2nd Group. 

Wheat 

.. 1874-1897 (24 years) 

1898-1921 (1912 excluded) (23 yeara). 

Jowar 

.. 1874-1897 (24yi\ars) 

1898-1921 ((excluding 8 years) (IG years). 

Maize 

188i>-1897 (13y»-«ars‘) 

1898-1921 (excluding 190G-1912)(22 yeans). 

dram 

.. 1874-1897 (24 years) 

1898-1921 (24 yeans). 

Gur 

.. 1885-1897 (13 ycara) 

1897-1921 (24 years). 


Thus, in the most favourable case, that of gram, a record of only 
48 years of prices, that is 1,152 price quotations arc obtainable ; and, in 
the least favourable case, that of maize, there are 840 price quotations, 
covering a pc^riod of 35 years. The statistics have been divided through- 
out into 2 groups, the purpose served by this division being twofold. 
Firstly, the significance of a price fluctuation which is repeated in both 
series of years is emphasized, and, secondly, the dichotomy is made 
between 1897-98, which corresponds to the commencement of irrigation 
on the Lower Chenab Canal. The years 1898 to 1921 thus cover a transi- 
tional period of land development, during which large additional supplies 
were brought into the market, with beneficial effects in stabilising prices, 
tliough the extent of tins inllucnce has not been as marked as might have 
been anticipated. The second advantage of the dual grouping is, therefore, 
that it affords us a criterion of th^* effects of colonization on price fluctua* 
tions. 

In tliis connection, however, a logical fallacy must be avoided, as if 
we attribute all resemblances in price fluctuations in the two periods to 
permanent causes, and divergences to temporary ones, we may be deceiv- 
ed by similarities and dissimilarities which result from random sampling, 
and in this respt^ct our generalisations may possess a lower order of 
probability than the repetition would appear to indicate. 

The retail pricefigurcs, expressed in seers per rupee, cannot be used 
in their crude state, as there has been a steady secular rise imposed on 
the short term variations, and as it is the latter variation that we are 
proposing to isolate, it becomes necessary to eliminate the effect of such 
secular changes by comparing each price with a series of figures repre- 
senting the general trend. Such general trend might not inappropriately 
be expressed by the straight line of closest fit, or by a parabola of the 2nd 
or higher order ; but, whereas such parabolae often represent the mean 
price level within the recorded range, they are very unsafe guides for 
^extrapolation. As all scientific formulae have ultimately to submit to 
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thetestof place— or time-extrapolation, this method is put out of coure 
as a practical solution. The commonly adopted alternative is to compart 
each price with the running average, or mean of the observed prices, 
equidistant ahead and astern of the central price. This procedure 
seems to be open to the practical objection that the instantaneous 
running average, thrtt is the running average price at the present 
moment, is indeterminate, the result being that in order to make a pre- 
diction of the price, say, a month ahead, we should need simultaneously 
to predict, two, three, four or more months ahead as well. 

The course adopted in this paper has been to divide each fortnightly 
price by the mean of the 24 antecedent fortnightly prices, and to express 
the result as the percentage. This was done in the case of wheat, jowar, 
maize and gram ; but for gur, owing to pressure of time, the price in a 
particular fortnight was divided by the average price for the year ending 
on the previous Slst December. The figures obtained for gur will 
thus not be exactly comparable with those of the others for crops, but 
the difference will probably not be serious. 

4. Fluctuations exhibited as harmonic curves. 

When each price had been expressed as a percentage, the average 
was found for each fortnight over a term of years and the first harmonic 
of the averages vras calculated. In addition, the standard deviation 
from year to year of each of the fortnightly percentage prices were 
determined, this standard deviation being a measure of the divergence 
of the percentage price fjoni its own mean ; tliat is to say, that not only 
is the height of the yearly tidal wave of prices, but also the extent to which 
economic storms may super-irapose special crests or hollows, has Ixwn 
measured. The greater, then, the standard deviation is for any particu- 
lar fortnight the more reason we will have to anticipate economic dis- 
turbances at that epoch. Thq results obtained therefore (always with 
the limitation that random sampling may be at work) ought to be of 
considerable value to the business man and to the statesman who would 
launch his enterprise at the most favourable state of the economic 
tide. 

The directly calculated percentage prices, and their standard devia- 
tions and co-eflBicients of variations, arc given in statements 1—9. The 
first harmonics which represent the closest fitting of a sine or cosine 
curve with a period of one year are as follows 

First Harmonics of Annual Grain Prices (Lahore) Retail in seers 
per rupee. Prices as percentages on 24 preceding Fortnights Average. 
Referred to First fortnight January as origin. For a calendar year 
t = l. 

Fcicenta^ Friccn, Sttuidard DeTiationii. 

WHEAT. 

Group I .. 90-1 +5-2 Sin {2»t+278') 15-5-|-3‘3 Sin (2irt+129’) 

Group 11 .. 98-9+7-8Sin(2Jrt+288°) 14*3+2'1 Sin (2*4+178°) 

Joint Iteiiori 99«+8-6 Sin (2irt+283°) 16-0+2-6 Sin (2jrt+M3°) 




Penentage I’rioes. 

Standard Deviations. 

Group I * 

JOWAR. 

.. 09*5-h9*7Sm(2wt-|-109®) 

22-1+3-7 Sin (2)rt+80*) 

Group II 

. • 103*2-1-6*0 SJn (27rt-|-118®) 

aO-0+2-7 Sin ( 25 rt+ 82 ') 

Joint Period 

. . 101*0-1-8*3 Sin (2^t-f-ll3®) 

21-7+3-2 Sin (27rt+87»)^ 

Group I 

MAIZE. 


97*9+9*2 Sin (27rt+90®) 

25-4+7-4 Sin (2irt+74°) 

Group 11 

• . I00*2-|-8*9 Sin (27pt+24®) 

23'0+3-l Sin (2jrt+15®) 

Joint Period 

. . 99*3+7*5 Sin (27rt-l-53°j 

23-3+4-3Sin(2»rt+42») 

Group 1 

GRAM. 

. . 98*9+3*5 Sin (2wfc) 

i8-9+2-0 Sin (2114+147') 

Group II 

. . 99*5+5*3 Sin (271^+312®) 

19-5+3'9Sin(2irt+283') 

Joint Period 

. . 99*2+4*3 Sin (27rt+329°) 

19'4+1'4 Sin (2irt+24ff) 

Group I 

GUR. 


09*9-f-0*9 Sin (27rt+43®) 

8'4+l-l Sin (2jrt+113') 

Group II 

100*3+8*9 Sin (27rt+27®) 

9 l+3'2 Sin (2jrt +U2') 

Joint Period 

. . 100*0+8*1 Sin ( 27 rt+ 35 ®) 

9-0+2-9 Sin (2jrt+112') 


It will be observed that on the whole tliore is substantial agreement 
for each crop between the amplitude and phases for the periods before 
and after 1898. This agreement appears in both the first harmonics of the 
standard deviations as well as of percentage prices, and must be regard- 
ed as indicating that, on an average, the ebb and flow of crop prices 
dependent as it is, on the regular recurrence of the harvests, is com- 
paratively unaffected by non-periodic forces arising from political and 
international complications, f 

To get a clear grasp of fchtj nature of the stjasonal change in prices 
the figures in the statements already referred to have been exhibited 
graphically in diagrams 1—17. These diagrams show, I think, better 
than any amount of description, what is the form of annual price 
curves. 

In the figures given above the phases of all tlie first harmonics h^ve 
represented the interval between the last ascending node and the begin- 
ning of the calendar year. In discussing price fluctuations, however, 
it is desirable to refer the price of each crop to the harvest time, and the 
following results are obtained which show the interval that ordinarily 
elapses between the harvest and the phase at which prices are a 
minimum (that is to say, when most seers per rupee are sold). 

•Tho only marked exception of this rule uppi^ars in the case of the standard devia* 
tion for gram, where tho phases for tho first and second group of years differ by no loss 
than 136'“ , corresponding to on interval of just over 4^ months. As a result of this thu 
groatost unsteadiness of gram prices which, prior to 1898, occurird at the end of October 
and the bogimiing of November, daring the lost 24 yearn, has shifted to about May or 
Juno. Tho amplitude, too, of tho standard deviation bos increased from 2*6 for the 24 
years 1874-1897 to 3*9 for the 24 years 1898-1921. One may hazard the supposition that 
in looent years there has been more speoulation in this crop at and after harvest time 
than pioviouBly. 

f It ia quite oonoeivable, however, that the historian of the future will regard 
the last 00 yean in the Punjab, from an economic aspect, as a period of halcyon 
oalml 
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harvest and period 
of greatest onstoa^- 
ness of prices. 


The conclusions to be drawn appear to be tliat even witli siuh 
important crops as wheat, gram and gur, the full clfeet of the hai v(\st 
in reducing prices is experienced almost simultaneously with the appear- 
ance of the crop on the market ; whereas for jowar and maizes tlio 
full effect of the harvest is not produced till many months later. 
This is particularly marked in the emt of jowar for the period prior 
to 1898, and for maize since that date. In the latter case, in fact 
the observed time of lowest prices is at the end of April. Practically 
all prices, it should be noted, are steadier during the middh* of tlu; 
year than at any other time. The business community, therefore, 
appears to be more confident, and to be less inclined to gamble on the. 
monsoon than arc the framers of Indian Budgets. 

It ifl impossible to notice all the interesting points suggested by the 
curves, but the following resume, showing the annual range and un- 
steadiness of prices for all the years for which the statistics have been 
considered, may be given— 
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' Thus jowar is the crop with the greatest annual range of prices, 
whereas maize prices exhibit the greatest average unsteadiness through- 
out the year. The great annual range of gur prices must be interpreted 
in the light of war conditions which affected the prices of sugar, the an- 
nual range having risen from G*9 per cent, prior to 1898 to 
8*9 per cent, since that datcj. With unrestricted ocean traffic and the 
recovery of the German Beet-sugar industry it seems likely that a 
return to the neighbourhood of the smaller annual range of about 
7 per cent, is imminent. The striking steadiness of gur prices from year 
to year is a commentary on the advantages of a market stabilised by 
world prices, and wheat, which is the next steadiest of the 5 crops 
examined, enjoys, though to a less degree, the same tenefit. 

In seeking a metaphor of the very clearly marked phenomena of 
annual range and unsteadiness of prices in the commodities noted above 
the best is probably that already used, namely, to compare the level 
of prices with the tidal waves of the sea, with ert'st and trough succeed- 
ing each other in yearly groups. The tendency of the rhythm is that 
crest and trough should recur at regular intervals, as a consequence of 
the uniform recurrence of the seasons and harvests. But, superposed 
on this tidal system, ripples or waves due to economic zephyrs, breezes 
or hurricanes, disturb the rhythmic rise and fall of prices, and may even, 
to the nonchalant observer, seem to obliterate the effects of the annual 
ebb and flow. 

It is clear that we have moved but part of the way from a state of 
utter dependence on the seasons, when ])eriods of harvest plenty alter- 
nated with want and starvation, and, that it is very necessary to join 
up India’s economic “ mare clausum ” with the more smoothly heaving 
ocean of the world’s markets. 

The task of the statesman, and, I may add, of the far-sighted busi- 
ness man, is to take step; to reduce the extent of the annual rise and 
fall to reasonable dimensions, and to prevent the smooth progression 
from l)eing unduly ruffled by political, social, or economic storms. 

My figures show, for the crops examined to what extent this 
fundamental object has been achieved in tlie Punjab. 
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SECTION IL 

. 5. Short-term fluctuations in Punjab prices. 

Attention has already been drawn to the fascination which the 
search for long-term weather, crop and price cycles exercises over many 
scientific men. Such cycles have lieen investigated by Dr. (now Sit 
Napier) Shaw, * Sir Arthur Schuster, f Prof. H. L. Moore J and most 
recently of all by Sir William Bcveridgc.g Schuster laid the founda- 
tions of a sound mathematical theory, but it seems doubtful wdiether the 
structure is yet complete, and, in applying Schuster’s theory some 
limitations have been lost sight of by subsequent writers. 

In all the investigations quoted the reality of tlie periods has been 
judged by a comparison of the magnitude of the intensity, namely the 
square of the amplitude, ^vitll the average “ intensity ” for all the j)crio(Ls 
sought. According to Schuster the probability that any particular 
intensity should be k or more times the moan value of the intensity 
is but as Dr. Gilbert Walker ll has ])ointed out in a fundamental 
theorem on the subject, if a very large number of inttmsities is calcu- 
lated, the probability that the greatest of those intensities is k or 

more times the mean is very far from being e~^’ 

We may carry Walker’s analysis a stop further by finding not only 
the probable value of the greatest intensity out of m observed inten- 
sities, but also the actual frequency distribution of the greatest intensi- 
ties in repetitions of the m sets of observ(‘fl intensities. 

The extension is simple. For let the frequency with which the 
greatest intensity lies between i and i+U, be / (i) ti, then, clcuily the 
chance that the greatest intensity is less than c is 

c / 

j f (^) / J / w 

Then provided j ^ /(i) di u- 1, we get 

fjm M, (i-, 


• Pror. Roy. Soc. Scries A, vol. 7S, p. fill. 

t Proc. Roy. Soc. vol. 77 (190.5), p. 711, “on the periodicities of suns]»ots” PliiU 
Trims. A, v(»]. 200, 1000. 

“The puriodopi’fiin of inagnrttic deeltnAtion ns obtained from roconis of the 
Gmtnwinh observatory during the j^ars 1871-]89r»’\ 

Stokea’ commendation, volume (1890), p. 107. 
t “ Oof Cycles in the United Kingdom and in Franeo”, Jouni. Boy. Ptat. 

Soc., May 1920, p. 445, and othe r papers. 

§*‘ Weather and harvest cycles”. The Economic Journal, December 1921 
Joum. Roy. Stat. Soc. May 1022. 

I) “ On tho criterion of the n'aHiy of n.>lAtionshi|is or ix-riodicilies,” Mrmoii¥, 
Indian Met, Dept., yol, XXf, part IX, 1912. 
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Whence diHeientiating with respect to o, 
m / — e/« \ m— 1 

/ «. 

and it is easy to show that tluj integral of /(c) from o to oo m unity. 
Th(5 actual valuo of /(c) lor various values of m and ^is given in 
the subjoined tabic, and it will hi s(*cn that as m increases to 50 and over, 
the modal value of the gKjatest intensity occurs for values of ^ between 
4 and 5. 

Table givhig the values m -..c ^ ^ c/« 

t.c., KiviiiK tho (listiihiitidn of tlw vuliios 
of I hr i^o-catosi of m liiii iiiojiic.s ani- 
|»litii<h\s from a group of averagt' ani- 

]ilitil(lo a 





in-=20 

w-^:io 

III =-10 

to==50 

«=.100 

(■/a= 


•039,279,5 

•001,207,0 

•000,018,5 

•000,000,3 

•000,000,0 

•000,000,0 

c/a= 

.3 

•;i(13,029,2 

•170,S2;i,9 

*o50,.s,)7,:» 

•0l8,Gi:i,8 

•005, 44-1,0 

•000,007,0 

e/a- 

=.1 

•aiMtod 

•;177,.‘M0,7 

•;i:i9,<wio,i 

•271,704,3 

•203,850,5 

'031,724,0 

r/a- 

A 

•133,081,0 

•207,820,1 

•:i2i,iOM 

•300,274,2 

*370,180,0 

•293,789,1 

e/a= 

=3 

•0():J,.103,8 

•llS,T5:i,5 

•ioo,o5:i,:i 

•207,887,8 

•243,117,0 

•348*519,4 

C.[iW 

=0 

•i)24,2l0,0 

•047, ;{ 10,0 

•009,I9S,:{ 

•0fl0,04:i,5 

•100,745,5 

•193,875,2 

c/a- 

=7 

•009, 044, ;j 

•017,921,2 

•020,042,2 

•035,200,3 

•043,000,9 

•083,313,5 

e/a=: 

=8 

•oo:vui,5 

•1)00,000,0 

•000,900, 1 

■013,244,0 

•010,499,5 

•032,449,9 

c/a- 

=9 

•001,‘232.7 

•002,102,1 

•oo;i, 089,1 

*004,912,7 

•000.133,3 

•012,191,0 

c/a= 

:=10 

•000,43:1,8 

•000,907,2 

•00i;i00,2 

•001,812,8 

•002,201,9 

•004,519,6 

r/a= 

«15 

•000,003,1 

■000,000,1 

•000,009,2 

•IH)0,012,2 

•000,015,2 

•000,030,6 

c/a= 

s20 

•000,000,0 

■000,000,0 

•000,000,1 

•000,000,! 

•000,000,1 

•000,000,2 


In the case of m equal to 100, and this is less than the number 
of amplitudes worked out by Sir William Beveridge it would not bo at 

all surprising to find a ratio of greater than 8 or 9, even as a 
matter of pure chance.* 

The theoretical treatment for a small finite number of observations 


seems very difiicult ; and the present writer has set liimself, therefore, 
only the much simpler task of applying periodogram analysis to Punjab 
fortnightly prices, not with the idea of discovering any new periodici- 
ties, but merely to see how the known yearly variation in prices, which^ 


• The chance of the greateHl intensity being 14*7 times the average «s found by 
Sir William Beveridge in his Ecoiminic Journal paiK»r, for a iwriod of 15 years, is too small 
to bo seriously cousidcn*d, but then Schuster’s theory does not apply accurately to values 
uf tho amplitudes calculated from only 20 summations. 
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as has been seen in 8ectio^ I, is a well marked phenomenon, will exhibit 
itself among a host of other amplitudes. For this purpose the fort* 
nightly retail prices of Punjab Wheat at Lahore from 1874— 1921, have 
been taken and examined for periodicities of 2 to 48 official fortnights, 
that is to say, from a time of 15 days, approximately, to 2 years. The 
amplitudes and phases are given for each group of years 1874—1897, and 
from 1898—1921 separately, in statement 10, while the periodograms 
for the 2 groups of years are exhibited in diagrams 18 and 19. The 
results do confirm, I think, our a priori knowledge, of the existence of 
an annual fluctuation, but no other periodicity is outstanding in both 
series of years. The following results are obtained 


Yeirs. 

Maximum 

intensity. 

Observed 
Moan intensity. 

Period, 

Ratio of maximum 
to mean intensity. 

1874-1897 ... 

55-50 

8*21 

46 fortnights 

6-7G 

1898-1921 ... 

57-15 

4‘44 

24 „ 1 

IS‘88 


The results are presented without comment, except to observe 
that the amplitudes show a general tendency to increase with the Icngili 
of the period, which suggests that random sampling is at work for the 
higher periods, where only a few summations arc available.* 


* These seem to mo many difficulties of interpretation, which must be solved 
before, claiming the discovery of real periodicities. A first step is to compaio the histo- 
gram of computed amplitudes with Schuster's theoretical frequency distribution 

The immediiite doubt arises as to whether the theoretical value of the 
** expectancy " sheuld be inserted in this formula, or the observed mean intonsiiy. 
Curves have bc^eu drawn, on both assumptions, for Sir William Beveridge'r 
comidete series, and for the 2 Punjab wheat |)criodograni8. They could not, however, 
be reproduced here. 
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SECTION III. 

6. On the probable intervals between the occurrence of maxima in 
physical, social or economic phenomena. 

It may be observed that a phenomenon may be of i)erfectly regular 
recurrence, but if its magnitude at any particular time is not represent- 
ed by a sine or cosine curve, the amplitude of the 1st harmonic will not 
do full justice to the regularity. It seems possible, for example, that 
the periodogram analysis of the future may be based on other than 
Fourier Series.* 

From a practical point of view the actual times of a maximum or 
minimum price may be of more importance than the general aspects of 
the ebb 4ind flow of values, and all business men, whether they are 
scientists or not, must be interested in estimating the interval that 
must elapse between one boom and the next. 

The following investigation of the distribution of such intervals 
will, therefore, be of use. 

If we assume that the time axis is divided into discrete intervals, 
and that the ordinate representing the magnitude of any variable is 
given at unit intervals of time, then the straight lines joining the values 
o£ the ordinate at successive units of time will have a scries of maxima. 
It would, in the abs<mce of any knowledge to the contrary, be reasonable 
to suppose that the magnitude is just as likely to increase as to decrease 
from the value it has at any given moment. It is assumed that the 
recorded differences of the magnitude are sufficiently fine to exclude 
the chance of neither an increase or decrease being recorded. 

To test whether the supi)osition as to the equal probability of a 
rise or fall will explain the observed facts, let us assume generally, in 
the first instance, that the probability of the variable continuing to do 
between interval n and n + 1 what it did between interval « - 1 and n, 
to be if the value is rising and q if it i j falling. It seems 
necessary to assume thatp = y for most series of statistics, otherwise 
the magnitude concerned woidd tend to increase or decrease without 
limit. Let the tendency, then, for the phenomenon to persist in the 
direction it is already moving in, be S, and tlie tendenev to change 
be 1-S. 

Then the chance of a change of direction occurring after p intervals 
of time, measuring from the loginning of the interval which marks a 

change in direction, is clearly ^ (1 — S). The chance that another 

change of direction takes place after q further intervals is also 

( 1 ^). 

*Cp, li. N. Q. Filon, “ On th»i expansion of Polynoiniala in series of Functions'’, 
Pmooedingis of the Lond. Math. Soc., Ser. 2, vol. 4, parts 5 and 0. 
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Hence if we start with a maximum the chance, that another maximum 
will occur N intervals later is tlie sum of such products as 

^Ml-S)xS?“^(l-S) 

where and p+g=N 

».e., the required chance of an interval N between maxima is 

sL ('sP+’-2 (l-sr 

P = l, g=:l ^ 

The summation extends from p = I to p = N— 1, and hence we haw 
Cjj=(N-1)SN-2(i_S)^ 

So far we have obtained a general formula, whicli involves Jio aj)[)cid lo 
the data themselves, and in order to apply it to a particular set of })rir<‘s 
we shall need only to know from the figures themselves, tlie total mmiber 
of maxima, whicli have occurred in a series of years, and the total tinie 
from the beginning to the end of the scries. This is equivalent to know- 
ing the mean interval between price maxima, and the total time of 
observation. 

If we call/ij, the mean time-interval between ma.xinia, wc find 

s=l — L 

/*u 

The calculation of /ij allows, then, the immediate application of 
the theoretical frequency formula.* 

The formula has been applied to the following series 

(1) Monthly average Gazette prices (per quarter of 180 lbs.) of 

English wheat since 1859. Data taken from the London 
Grain, Seed and Oil Keporter, August 25, 1922. 

(2) Weekly average prices of American Middling Fair Cotton at 

Liverpool, since 1912. Data taken from the Interna- 
tional Year Book of Agricultural Statistics, 1909—1921, 
p. 444. 

(3) Fortnightly retail wheat prices at Lahore, given in the runjah 

Gazette from 1872 — 1922. 

The Diagrams 22, 23, and 24 show the correspondence of tha 
calculated and observed frequencies, which is remarkably good for 
English wheat prices, fair for American cotton, and poor for retail 
wheat in the Punjab. Without undue consideration for the theoreiicnl 
work I am inclined to attribute the want of agreement of the Indian 
figures to the known inaccuracy of the data. Only the collection of 
a really reliable series of prices will enable further tests to be applied. 

*TJie equation obtained is, of course, a special ease of a truncated Pearson’s Tyiie Hi 
probability curve, Y^y^e » which requires the oalculatiou of 3 

momenta instead of only the one requited in the text. 
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The following table shows the observed and calculated frequencies 
of the intervals for the three cases examined : — 


Time 

English Wiibat 
Monthly Gazbtte 
Prices, 

American Cotton 
Weekly Livehiool 
Prices. 

Indian Wheat Retail 
Fortnightly Pbioes at 
Lahore. 

intorvals. 

Oljserveil. 

Calculated. 

Observed. 

i 

( 

Calculated. 

Observed. 

Calculattd. 

2 

20 

24i6 

20 

19-23 

36 

1 16*11 

3 

29 

29*00 

24 

21*92 

26 

22*06 

4 

27 

26*10 

12 

18*74 

30 

23-68 

5 

22 

20-88 

16 

14-26 

20 

22*10 

6 

10 

15-60 

11 

10*lff 

8 

19-66 

7 

12 

11*26 

9 

6*04 

11 

16*25 

8 

8 

7*80 

2 

4*62 

10 

13-27 

0 

6 

5*41 

4 

3*00 

4 

i 10*61 

10 

4 

3*65 

1 

1*02 

10 

i 8*36 

11 

2 

2*44 

3 

1-23 

3 

6*50 

12 

1 

1*61 

2 

*76 

3 

6*01 

13 

1 

105 

.. 


2 

3*82 

14 

0 

•G8 


, , 

3 

2*88 

Iff 

0 

•44 

. , 

, , 

0 

2*19 

16 

1 

*28 


• , 

1 

1*64 

17 


. . 

. . 


0 

1*22 

18 




. . 

5 

*91 

10 


.. 


.. 

4 

*68 




. . 

.. 

0 

i *60 



,, 

. . 


2 

•37 



. . 

.. 

. . 

0 

•27 

■■ 


* • 

•• 

•* 

1 

i 


The summarised results of the three cases examined are— 



Mean interval between 



maxima. 

Value of 8 

English wheat prices 

. . 5*02 months 

•(iOl 

American cotton „ 

. . 4’7 weeks 

. *570 

l^unjab wheat ,, 

. . 6*68 fortniglits 

•701 


The fact that in all three cases S is greater than one-half, indicates 
that prices, during tlie years for which the data have been examined, 
were, on the whole, possessed of inertia, and tended after a rise or fall to 
continue rising or falling as the case might be. The probability of 
this continuance is given by the values of S. To what extent this 
probability affords a safe guide to prediction of the future must be left 
to a later examination, but at least the formula adequately suras up 
some of the features of the past behaviour of prices, in respect of the 
intervals between consecutive maxima. 

In concluding I wish to express my thanks to Mr. Abdul 
Majid; M.A., and to Mr. Balwant Singh, B.Sc., who have given great 
assistance in the computations. 
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STATEMENT 1. 


Yearly variation in jniee of retail wheat and ateadineaa of the aame. 
Price measured as percentage of actual price in seers per rupee to 
average of previous 21 fortnights months). 

Krst period 1874 — 1897. 

Second period 1898—1921 (1912 excluded). 


Timo. 

1 Mean price. | 

Standard deviation. 

Period 

I. 

Period 

II. 

Period I. 

Period II, 

January 

.. 

• > 

(i) 

94 

92 

lC-5 

14*8 




(ii) 

94 

92 

15-7 

15-8 

February 

■ . 

•• 

(i) 

93 

92 

17-2 

13-6 




(ii) 

97 

97 

17-8 

11*6 

March 

.. 

.. 

(i) 

9(j 

95 

10-0 

lO'O 




(ii) 

99 

99 

15-4 

12-2 

April 

.. 

•• 

(i) 

98 

100 

14-5 

11*1 




(ii) 

101 

103 

12*8 

13-5 

May 

• • 

.. 

(i) 

105 

108 

11*8 

12*8 




(ii) 

105 

108 

11-5 

13*2 

June 

.. 

• • 

(i) 

100 

100 

11*5 

13-8 




(ii) 

106 

108 

11-9 

10-4 

July 


• • 

(i) 

105 

100 

]2'9 

13-7 




(ii) 

102 

103 

12-2 

13*1 

August 


•• 

(1) 

100 

101 

14-1 

13*5 




(ii) 

99 

101 

14-4 

14*1 

September 

•• 

•• 

(i) 

100 

99 

10*2 j 

. 10*5 




(ii) 

101 

98 

19-2 

10-4 

October 


.• 

(i) 

100 

98 

19*7 

171 




(ii) 

\}H 

IK) 

18*8 

10-9 

November 

■ • 


(i) 

90 

97 

18-5 

16-2 




(ii) 

W 

97 

17-7 

16*0 

December 

• • 

• • 

(i) 

95 

92 

17*9 

14-7 




‘ (ii) 

95 

92 

17-5 

15-3 







371-7 

Ui2-y 






Mean ~ 

15*5 

14*9 
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STATEMENT 2. 

Yearly variation in the retail price of jowar at Lahore and 
Steadiness of the same, 

(Price measured as perciuitagte of actual price in seers per rupee 
to average of previous 24 fortnightly Gazette retail prices.) 

First period, 1874 — 1897. 

Second period, 1898—1921. (Excluding years 1905, 1906, 1911, 
1912, 1914, 1915, 1918 and 1919.) 


Time. 

Meait Prict*. 

Standaitl 

deviation. 

Co>cfficicnt of 
variation. 



(1) 

(11) 

(1) 

( U ) 

(1) 

( U ) 

January 

.. (i) 

105 

112 

23-22 

25*37 

22*20 

22*63 


(ii) 

10.‘> 

110 

21*57 


20*00 

23*33 

J‘cbruary 

.. (i) 

io;i 

100 

a ( i -09 

25*38 

25-3!» 

23-30 


(ii) 

101 

loo 

20*42 

23*00 

20*00 

21*70 

March 

.. (i) 

101 

104 

23*70 

22*18 

23*57 

21-30 


(ii) 

104 

107 

23'00 

24-13 1 

22-li8 

22-50 

April 

.. (i) 

00 

103 

24*74 

20*30 

25*00 

19*70 


(ii) 

os 

00 

2 a -3 'j 

10*12 

23*03 

18*35 

May 

.. (i) 

01 

07 

•22*20 

21*83 

23*02 

22-40 


(ii) 

02 

05 

20*01 

10*78 

21*74 

17*85 

Juno 

.. (i) 

00 

04 

10*5«) 

10*75 

18*32 

17*39 


(ii) 

SO 

01 

17*53 

15*80 

20*43 

17*30 

July 

(i) 

s:j 

88 

15*53 

15*53 

18*00 

17*60 


(ii) 

00 

07 

17*00 

18*81 

18*80 

10*37 

August 

.. (i) 

00 

104 

17*41 

17*77 

10*20 

17*10 


(ii) 

os 

110 

20*85 

24*42 

21*02 

22-17 

September 

.. ( i ) 

102 

111 

20*10 

20*80 

10*87 

18*04 


(ii) 

102 

108 

23*07 

20*33 

23*20 

18*75 

October 

.. (i) 

105 

108 

23*80 

21*32 

22*70 

10*83 


(ii) 

107 

106 

24*73 

10*78 

23*11 

18*76 

November , , 

.. (0 

105 

104 

21*00 

20*32 

20*85 

10*60 


(ii) 

100 

104 

24*61 

19*02 

22*52 

18*28 

J^oombor ... 

(i) 

110 

100 

24*03 

2)*40 

22*65 

19*18 


(ii) 

100 

105 

25*72 

20*72 

23*56 

19*78 
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STATEMENT 3. 


Yearly vwnalim in the retail price of jowar at Lahore and sleadineu 
oft^same. • 

(Prices expressed as percentage of actual price in seers per rupee 
to average of previous 2i fortnightly Gazette rcttul prices.) 

Joint period of 40 years, i.e., 1874-1921. (Excluding years 1905, 
1906, 1911, 1912, 1914, 1916, 1918 and 1919.) 
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STATEMENT 4. 

Yearly vamtioh in the retail price of roam at Lahore and eteaiinm 
of the same. 

(Price measured as percentage of the actual price in seers per nipee 
to average of previous 24 fortnightly Gazette retail prices.) 

First period of 13 years, 1885—1897. 

Second period of 22 years, 1898—1921, excluding 190C, 1912. 


Time 


Mean prices. 

Standard 

deviations. 

Co-effieienta 
of variation. 

January 


I 

I II 

1 

11 

1 

11 

.. (i) 

ion 

■i 

29-31 

2g-3C 

28-41 

24-31 


(ii) 

■ 

107 

24-27 

' 27-.32 

23*42 

2.5-48 

f'ebruary 

.. (i) 


104 

31-12 

25-00 

30-08 

2S-9H 


(ii) 

■ 

103 

27-38 

22-93 

27-03 

22-19 

March 

.. (i) 

101 

103 

27-01 

20-79 

20*83 

20-20 


(ii) 

103 

109 

31-91 

24-02 

30-87 

22-00 

April 

.. (i) 

102 

111 

33-70 

28-07 


25-35 


(ii) 

loo’ 

111 

33-45 

31-55 

33-34I 

28-36 

May 

•• (i) 

06 

109 

31-70 

29-1 J 

33-05 

20-72 


(ii) 

91 

100 

18-40 

20-49 


24-94 

June 

.. (i) 

87 

104 

17-07 


20-2:1 

22-15 


(ii) 

87 

99 

17-32 

16-24 


10-44 

July 

.. (i) 

84 

95 

13-82 

18-75 

10-48 

19-81 


(ii) 

84 

flii 

13-40 

22-53 

15-99 

24-78 

August 

.. (i) 

80 

88 


20-07 

23-30 

22-89 


(ii) 

01 

88 

14-86 

19-80 

15-83 

22-00 

September 

.. (i) 

04 

89 

18-72 

21-00 

19-82 

24-48 


(ii) 

95 

92 

17-46 

18-98 

18-40 


October , . 

.. (i) 


04 

22-33 

21-48 

22-J2 

22-74 


(ii) 




23-11 

24-07 

23-22 

i^ovember 

.. (i) 


08 

28-88 


20.-88 

21-73 


(ii) 

107 


31-59 

22-38 

29-44 


December 

.. (i) 



32’C8 

19-50 

30-83 

19-63 


(ii) 

106 

1 

30*40 

20-97 

29-13 

21-12 
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STATEMENT 5. 


Yearly variaiim in the retail price of maize at Lahore and steadiness 

of the same. 


(Price measured as percentage of actual price in seers per rupee tc 
average of previous 24 fortnightly Gazette retail prices.) 

Joint period of 35 years, 1885— 1921, excluding 1906, 1912. 


Time, 

Mean 

Piloo. 

Standard 

deviations. 

Coefficient B 
of variation 

Janiiary 

, , 

. . 

.. (i) 

104 

20*80 

25*92 




(ii) 

lOG 

20*28 

24*82 

TVtbniary 

.. 

•• 

.. (i) 

104 

27*43 

20*37 




(ii) 

102 

24*81 

21*10 

March 

• • 

.. 

.. (i) 

102 

23*31 

22*81 




(ii) 

107 

27*07 

25*93 

April 

.. 

•• 

.. (i) 

107 

30*00 

28*17 




(ii) 

107 

32*00 

30*40 

May 

• • 

•• 

- (i) 

104 

30*7.7 

20*5;j 




(ii) 

100 

2i*ori 

2I-S-) 

Jnne 



.. (i) 

OS 

22*7(» 

23*3(1 




(ii) 

04 

17*04 

18*71 

July 


•• 

(i) 

01 

18*24 

20*13 




(ii) 

S8 ' 

10*82 

22*12 

August 

% • 

•- 

.. (i) 

S8 

20*34 

23*09 




(ii) 

IKl 

28*41 

20-40 

September 

.. 

.. 

.. (i) 

01 

20*82 

22*9."i 




(ii) 

03 

18*44 

19*77 

October 

• ■ 

• • 

.. (i) 

07 

22*02 

22*74 




(ii) 

io;i 

24*77 

24*15 

NoTember 



.. (i) 

102 

24*83 

24*39 




(ii) 

103 

26*37 

25*54 

December 



.. (i) 

102 

26*37 

21*92 




(ii) 

101 

25*07 1 

24*75 
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STATEMEIIT6. 


Yearly funotton in rOaii price of gram at Lahore ani ^eadi- 

nets of the tame. 

(Price measured as percentage of the actual price in seers per rupee 
to average of the previous 24 fortnightly Gazette retail prices.) 

First period of 24 years, 1874—1897, 

Second period of 24 years, 1898 — 1921. 











^ATEHENT 7. 


Teaiiy variiOion in the rdaUpHee of gram <a Lahore and lOeadiiiau 
of the same. 


(Ftioe measnied as percentage of the actual price in seers per rupee 
to average of the previous 24 fortnightly Qazette retail prices.) 

Joint period 'of 48 years, 1874 — 1921. 


Time. 

Mean 

prices. 

Standard 

deviations. 

Cn-effloicnts 
of variation. 

January 

. • 

. . 

.. (i) 

9G 

18i4 

18*90 




(ii) 

07 

17-10 

17*72 

Febniaiy 


•• 

.. (i) 

07 

18-06 

18-02 




(ii) 

00 

17-71 

17-80 

March 


.. 

.. (i) 

100 

15-45 

16-45 




(H) 

io:i 

lB-71 

lG-22 

April 


•• 

.. (i) 

105 

20-00 

10-»2 




(ii) 

100 

21-7.3 

20-.W 

May 



•• (i) 

105 

21-00 

20-57 




(ii) 

10.3 

20-00 

20-00 

June 

.. 

•• 

.. (i) 

10.3 

20-20 1 

10-70 




(ii) 

10.3 

20-41 

10-82 

July 


•• 

.. (i) 

10) 

20-27 

1 20-07 




(ii) 

00 

10-75 

10-0.J 

August 

• • 

•• 

.. (i) 

07 

18-00 

10-27 




(ii) 

07 

10-38 

lO-OS 

September 

• e 

9 9 

.. (i) 

OG 

20-40 

21-2.5 




« (ii) 

07 

21-04 

21-09 

October 

■ • 

9 « 

.. (i) 

07 

21-00 

22-27 




(ii) 

00 

19-79 

20-01 

NoTember 

a • 

0 a 

.. (i) 

00 

20-36 

21-20 




(ii) 

97 

18*45 

19*02 

December 

em 

a-a 

.. (1) 

96 

18-76 

19-53 



! 

(ii) 

06 

18-74 

19*52 






STATEMENTS. 


Yearly variation in the retail price of gar ai Lakore and steadiness 
of the same. 

(Price measuied as the percentage of the actual price to the annual 
average of the 24 fortnightly Gazette retail prices.) 

First period of 13 years, 1885—1897. 

Second period of 24 years, 1898 — 1921. 


Time. 

Mean Prices. 

Standard 

deviations. 

(’o-eificients 
of variation. 




1 

IT 

1 

11 

1 

11 

January 

• • 

.. (0 

1 lU(i 

109 

10-98 

12*08 

10-36 

11*08 



(ii) 

108 

108 

12-50 

11-03 

11-03 

10*76 

February 

• • 

(>) 

109 

108 

9*71 

9-17 

8*91 

1 8*49 



(ii) 

109 

108 

8-37 

8-03 

7-08 

7*99 

March 

• • 

.. (0 

108 

1 LIO 

0-92 

8-18 

0-41 




(ii) 

100 

108 

1 

5-12 

8-75 

4*83 

8-10 

April * 

• • 

.. (0 

io:i 

107 

7-20 

1 8*14 

7*05 

7*61 



(ii) 

100 

105 

l»-80 

7*99 

9*80 

7*61 

Mfty % 

m • 

.. (i) 

9S 

103 

0*31 

1 8-o7 

0-44 

8-32 



(ii) 

m 

100 

GHU) 

0-02 

0*94 

6*62 

June 

• . 

.. (i) 

99 

100 

8-75 

0-03 

8-84 

6*03 



(ii) 

100 

100 

5-28 

5-47 

5-28 

5*47 

July 

• • 

.. (i) 

97 

98 

G-ll 

5-12 

6-30 

5*53 



(ii) 

97 

98 

5-40 

7*08 

5*03 

7*22 

August 

.. 

.. (i) 

97 

95 

4-93 

7-OS 

5*08 

8*08 



(ii) 

Oo 

95 

7*84 

7*40 

8*25 

7*85 

September 

.. 

.. (i) 

93 

92 

8-33 

8-28 

8-96 

9*00 



(ii) 

92 

00 

9-3G 

7*92 

10-39 

8*80 

October 

. . 

.. (i) 

a'l 

91 

9*43 

9-71 

10-14 

10*07 



(ii) 

94 

90 

8-33 

10-22 

8-86 

11*36 

November 

• • 

.. (i) 

94 

88 

10-33 

12-46 

10-99 

14-16 



(ii) 

94 

95 

S-55 

12*30 

9-10 

12-95 

December , 

• • 

.. (i) 

105 

104 

12-47 

14*47 

11*88 

ia*9i 



(ii) 

105 

105 

11*76 I 

13-85 

11*20 

13-19 





STATEMENT 9. 


Ymlg tmrietm in retail price of gur at Ldhcm and steadiness 
of the same. 


(Price measured as the percentage of the actual price to the annual 
average of the 24 fortnightiy Gazette retail prices.) 

Joint period of 37 years, 1885—1921. 


Time. 

1 

Mean prices. 

Standard 

deviatione. 

CWfliciciilH 
of Variation 

January 

a a 

.. 

.. (i) 

lUK 

11-78 

10*01 




(ii) 

lOS 

11‘iHi 

11-07 

Jilsbraary 

»• 

•• 

.. (i) 

lOH 

9-:w 

s-uo 




(ii) 

108 

8*55 

7-02 

March 

• • 

• • 

.. (i) 

100 

7-70 

7-15 




(ii) 

107 

7'7l 

7-21 

April 


•• 

.. (i) 

105 

8-01 

7*0(1 




(H) 

J ( >f‘l 

0-18 

N’Ol 

»lay 

•- 


.. (i) 

101 


8 '21 




(ii) 

00 

0-!Kl 

(;•07 

June 

•• 

•• 

.. (i) 

loo 

7-11 

7’ll 




(ii) 

100 

.VJ(I 

5' 10 

July 


•• 

.. (i) 

08 

5*75 

5-87 




(ii) 

07 

0*50 

li’70 

August 

•• 

• a 

.. (i) 

00 

0-87 

7-2;{ 




(ii) 

05 

7*50 

7'!l!l 

September 

a a 


.. (i) 

o:{ 

8*52 

S’05 




• (ii) 

ill 

1 

8*00 

0'I5 

October 

• • 


.. (i) 

1 01 

0*82 

J0'7!l 




(ii) 

01 

»'<JU 

10*05 

November 

a a 

a a 

.. (i) 

90 

12*15 

13-7)0 




(ii) 

05 

iri3 

11-72 

Oioember 

a • 

• a 

.. (i) 

104 

13*81 

13-28 




(ii) 

105 

13*15 

, 12-52 

1 ^ 
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STATEMENT 10. 

Periodicity of retail wheat at Lahore. 


First group of 24 years, 18715 — 1897. 

Second group of 23 years, 1898-1921, excluding 1912. 


Main Periods. 




2 Fortnights 

3 

4 

5 

« 

7 

8 
9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

40 

41 

42 

43 

44 

45 

46 

47 


Amplitudes. 

Phases. 

■ 


1st tiriiiip. 

2iid Clrnup. 


ss 

Degs. Mins. 

Uegs. Mins, 

•21 


270 00 

270 00 

*33 


219 57 

130 22 

•44 


47 17 

ar, .'V4 

•36 

•21 

is;) 11 

205 36 

•83 

•23 

147 51 

UiOOl 

•46 

■31 

2 29 

65 06 

•98 

*76 

2 55 

25 23 

1-92 

•66 

.301 47 

35 17 

•64 

•62 

182 20 

303 11 

1*04 

1-34 

60 -14 

20 46 

1-76 

2-()3 

187 no 

184 49 

HE! 

•61 

1 07 

106 04 


•40 

18 31 

1S2 52 

1-21 

1*47 

55 0li 

350 37 

1-30 

•09 

6(» ,‘>6 

28 27 

1-21 

1*49 

242 22 

135 33 

•92 

1-14 

32 Jii 

JCS 53 

1-88 

•88 

61 45 

204 4 9 

rno 

1-61 

61 3S 

189 59 

•79 

•33 

310 52 

190 37 

1-31 

I’or) 

182 21 

10 59 

2-66 

1 'O.") 

283 23 

1 07 

512 

7-56 

278 11 

287 24 

•60 

1*26 

211 .Vi 

342 26 

roi 

1-41 

58 10 

357 34 

3*28 

2 ’IS 

126 00 

342 53 

•74 

3’09 

240 -10 

60 17 

2-20 

i:.6 

271 4ii 

99 13 

rsc 

•14 

ITO 15 

270 00 

2-69 

2-61 

352 5.3 

88 54 

2-56 

1-03 

198 lil 

161 23 

4-25 

2-10 

353 58 

190 08 

2-38 

2*83 

122 12 

288 07 

2-50 

1-30 

0 50 

45 00 

4-59 

rio 

94 12 

226 06 


•63 

14!) 47 

278 16 

3-ltO 

2-49 

1 55 53 

236 17 

3*47 

4-10 

191 1!) 

299 25 

2-25 

4-01 

192 00 

354 08 

4-49 

2-40 

191 58 


5*30 

1-76 

238 60 

33 52 

3'23 

1-77 

274 32 

77 66 

2*44 

1*38 

221 40 

156 07 

6-83 

1-40 

244 13 

229 17 

7*45 

1-37 

286 22 

264 45 


2-37 

329 14 , 


in 


5 26 

276 66 
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DISCUSSION ON HR. JACOB’S PAPER. 

PftOVESSOB J, C. CoYAJEE Congratulated Mr. Jacob on Ms very 
valuable and useful contribution, and also tbe Punjab province on its 
possession of sucb able officers who could ^ve such important contri- 
butions— important not only to Indian economists but instructive to 
all students of statistics. As a member of the Piscal Commission he 
was interested in the subject and said that although the restrictions on 
exports might cease he could not believe tliat bad abnormal fluctuations 
in the price of wheat would disappear, because there were other factors 
affecting its price, e.g., the substitution of wheat for other grains 
with fluctuating prices. 

Professor Jevons said he desired to thank Mr. Jacob for putting 
before them the results of his very extensive inquiries into the fluctua- 
tions of prices. He would, however, like to see the investigation carried 
through the 19th century if reliable figures could be obtained. The; 
period from 1872 seemed to him rather short. The results of the second 
period contradicted those of the first, and it would be extremely useful 
if the figures of earlier years could be got and examined. 

It was put forward by another member as an explanation for the 
unsteadiness in the price of jowar that the production of this crop was 
very small and what was even more important the produce was' 
consumed in such quantitic.s that the stocks left over wen* nornially 
very small. 

Mr. Jacob, replying, said he desired to thank members for the warm 
reception they had given to his paper. He said he personal])’ would 
also like to go into the figures prior to 1874. He wiw inclined to .agree 
with the suggestion put forth ns a cause of the unsteadiness of the 
price of jowar and maize. 





THE FUTURE OF THE INDIAN BANKING SYSTEM, 

By B. Rama Ohandiu Rau, m.a. (Cal.), l.t. (m.u.), Lecturer 
IN Economics and Commerce, Calcutta University. 

(In the absence of the author, this paper was read by ProfflBBoi 
Myles). 

Indian banking is in a stage of transition. The banking ombroglio 
md financial cataclysm of the 1913-15 period swept "away the weak, 
insound and more venturesome of the newly starteil Indian Joint-Stock 
Banks* and ushered in a new era full of bright promise and hope. 
Close upon its heels came the recent war. It not only improved, rc- 
f)rgaiiised and strengthened our banking system to a great extent but 
impressed the salient principles of baulang theory better than a first- 
rate professor of economics would have done. 

Attempts are being mad(‘ to remodel our banking structure closely 
on the lines followed by the builders of the Federal Reserve system of the 
United States of America. The system of decentralised banking has been 
discarded in favour of the centralised banking system. A new turn to 
the banking wheel has been given by the creation of the Imperial Bank 
of India. The older Joint-Stock banks which emerged unscathed from 
the banking crisis have re-established their confidence and are expanding 
their activities into newer fields. A new type of banking institution, 
i.G.f the Industrial Bank has been started and several banks professing 
industrial financing as their avowed mission have been lately started.f 


Number of Bank 


Year. Failures. 

1913 ^November aiiil Decoin biu') . . 12 ' 

1914 * .. .. .. 42 

1915 .. .. .. 11 


Paid-up capikd 
(000) omitted. 
35,13 
109,09 
4,60 


t The Tata liulujjtria! Bank was the pioneer in tliis direction. Several others wore 
iiiiniodiatcly started. To-day we have the following Industrial Banks doing business in 
British India. 


Name of the Bank. 

Tata Industrial Bank 
* 

Industrial Bank of Western' India 

Surat liidusirial Bank 

Calcutta Industrial Bank 

Karnani Industrial Bank 

Indian Industrial Bank 

Sthal IndiLstriai Bunk 

Ralkut Industrial Bank 

Mongyr Industrial Bank 

Simla Banking and Industrial Company 

Assam Industrial Bank 


When registered. 
llth DeeenilH'r 1917 

Lst Ouloher 1919 

.'loth .Maridi 192U 
20lh September 1919 
2()lh St?ptcmIxT 1919 
26th November 1919 
23rd .r-)(?c(*inbor 1919 
2nd January 1920 
23rd March 1920 
1st September 1919 
17tli May 1919 


Place of business, 

. Bombay and itsh 
brandies. 

. Bombay Presi- 
dency. 

• • fi 

. . Bengal Presidency. 

• • »> 

• • ft 

• • »* 

• ■ ft 

.. Bihar. 

.. Dellii. 

.. Assam. 


Even in Native States, Industrial Banks are started with the s[)euial desire of foster* 
ing industries. 


Name of the Bank. 

Mysore Industrial Bonk 
Gundulpet Industrial Bank 
Central Travancore Industrial Bank 
South Malabar Industrial Bank 


Date of Registration. Native State, 
24th July 1020 ..Mysore. 

24th August 1920 . . „ 

13th September 1919 . . Travaacon. 

6th April 1920 •• ' 




The Co-operative Credit Societies are silently transforming our old 
village homes and are working a silent revolution amidst the field of 
desolation and havoc wrought by the sinister influences of selfish- 
minded capitalism. The Indian people arc slowly acquiring the banking 
habit and in spite of occasional bank failures here and there, the 
Indian depositor is confiding more trust in the existing banking insti- 
tutions.* Many of the existing banks are increasing their capitalf in 
order to provide the needed credit facilities in our money market. 
This increase ol banking capital can be considered as an indication 
of the stability and financial capacity of the banks. 

The banking profession is slowly becoming popular and a more in- 
telligent class of people is coming forward tolcam banking business and 
several of our progressive banks are rightly paying more attention to- 
wards the training of apprentices for the science of banking though it 
can be successfully learnt by intensive culture at the desk, yet the art 
of banking with its wonderful intricacies can be acquired by practical 
experience alone. There has been an appreciable increase in the num- 
ber of banking offices either in the shape of newly started banks or in 
the form of branches J of the existing institutions, but this increase is not 
commensurate with the size of our country or tlie population to whoso 
needs they minister. This inadequacy of banking facilities is being 
keenly felt as a wave of industrial activity is sweeping over our country 
thanks to the stimulating example of the activities of the Board of 
Munitions. 


* The total deposits in all tlie three classes of banking institutions increased from 
Rs. 92 crores to Ks. 235 crorcsin 1920. The rcsjxictivo sliarcs in the total deposits in 
1920 were : Presidency Banks 37 % ; Exchange Banks 32 % ; Indian Joint-Stock 
Banks 31 %. 

t The ** paid-up capital *’ of the following banks increased during the years 1017 and 
1920, as the Directors folt it necessary to increase their capital in order to widen the 
scope of their operations : — 

Bank of India (Bombay). 

CSentral Bank of India (Bombay). 

Indian Bank (Madras). 


Some of the Eastern Exchange Banks also increased their capital but how much of 
it is being employed in India cannot bo definitely ascertained. ^ 

{ The following are some of the progressive Joiiit ’Stock Banks which have increased 
iheir branches during recent years : — 


Name of the Bank, 


Branches {sub-branches). 


The AlUanco Bank of Simla . . . . 51 

The Allahabad Bank . . . , 26 


The Punjab National Bank . . . . 26 

The Industrial and Exchange Bank of India 
(Bombay) .. .. .. 40 

The Tata Industrial Bank 1 1 

The Central Bank of India 6 

The Bharat National Bank 6 

The Poona Bank . . 5 

The Bank of Northern India 6 

The Indian Bank 4 


The People's Bank of Lahore 
which failed in 1013, had nearly 
80 branches. 


The Exchange Banks have about 46 branches and the Imperial Bank of India about 
76 branches. These compete with the Commercial Bonks to a certain extent. 



The policy of keeping an open door to all immigrant banks is 
leading to the establishment of powerful foreign banks* who always aim 
to promote trade relations between the Indian Empire and their own 
mother countries. The indigenous banker of India is shaking himself 
free of his lethargy and torpor which has been the inevitable consequence 
of age-long absence of competition in the money-lending business. 

Such are the interesting developments that are noticeable in 
Indian banking circles but much has to be accomphVihed before we can 
hope to reach the millenium of banking. Before a perfectly organised 
banking system can be developed, several improvements have to be 
effected. 


The Imperial Bank of India should develop into a full-fledged Central 
Bank. Already a semi-statii banking institution, enjoying full privileges 
and performing to a certain extent similar services which are rendered 
by the European Central Banks, it can rise to* the full dignity and 
stature of a Central Bank. 

During its short career of a year and a half, it has given promising 
signs of its alertness and usefulness to the community as a whole. The 
seasonal expansion of paper currency to five crores of rupees on export 
bills which has been reconi mended by Sir H. B. Smith’s Committeet has 
been brought about by the action of the Imperial Bank of India during 
the last March when two crores of rupees were issued on export bills 
brought to the Controller’s hands by the Imperial Bank of India.J Open- 
ing its branches in the interior of the country, it is expanding its field 
of usefulness and is bringing within easy reach of all sound banking 
facilities. Its promise to help the Alliance Bank of Simla to put its house 
in order betokens much. It is a sign that it is having a wide latitude 
of vision or ‘‘ an imperial outlook ” as Sir David Yule puts it.§ 

Performing more business with the banks than the outside public, 
thus justifying in reality the term bankers’ bank, relaxing her policy of 
loaning to some extent, realising that it is ’the handmaid of trade and 
industry of our country whose im{)erative duty is to fulfil its everchanging 
requirements, caring less for profits than is the case at present, develop- 
ing to a certain extent the newly permitted acceptance business and 
rendering help to all sound banks in their occasional hours of distress, 
the Imperial Bank of India can obtain real control in the money market 


*In addition to tlio old Exchange Banks conducting business in our country, new 
banks have recently been allowed to open branches in Bombay. 


Name of the Exchange Bank, 

Sumitomo Bank . . 

National Bank of South Africa 
Imperial Bank of Persia 
Banco Nacional Ultramarino . . 

P. 0. Banking Corporation . . 
Reuter’s Bank .. 


Dale and year. Head Office. 

Slst December 1919 . . Japan. 

Slat March 1920 . . London. 

20th September 1920 . . London. 

Slst December 1920 .. Portugal. 

31st March 1921 . . London. 

tt ft 


t Vide ** Report of the Sir Henry Babington Smith Committee”. 

X Vide “ Report of the Controller of Currency ” 1920-1921. 

§ Vide Sir David Yule’s address to the shareholders of the AUiance Bank of IMmla 
at their annual meeting held in August 1922. 
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and uninfluenced by political currents or the other members of the 
banking community, it should conduct the whole machinery of banking 
in the wider interests of society. A centralised S3rsteni with the 
Imperial Bank of India acting as the mentor and guardian of the other 
banks is conducive to the establishment of a sound banking system. 

Not only should the Imperial Bank of India pursue business of an 
unimpeachable character, but the ordinary commercial banks should 
keep proper cash reserves, rightly utilise their loanable money in liquid 
assets that can be instantly mobilised with the minimum of risk loss and 
be cautious in the granting of loans and in the proper selection of reliable 
and trustworthy clientele. So long as the commercial banks adhere 
to these golden rules there is no danger as regards their own 
self-preservation, but they must take care of their clients also and 
provide elastic currency which expands and decreases with the ebb and 
flow of business. They should adapt themselves to the changing needs of 
their customers and never unduly expand their credit by lowering the 
rate of discount and tempting business men to speculate or embark 
on wild ventures with easy money. Under the wise dircctiojj, legitimate 
persuasion, helpful intervention and restraining influence of the Central 
Bank that is arising in their midst, these commercial banks should suc- 
cessfully function to provide this country with sound and automatic 
currency and such amount of banldng credit as is needed for its com- 
mercial, industrial and business requirements. 

But it is neither the individual bank's conservative managcmient nor 
the watchful guidance of the Central Bank, that can guarantee the sound- 
ness of our banking structure. Our people should realise that “ the modern 
credit system is an inverted cone resting on an apex of gold " as Lord 
Avebury puts it. Sir R. Giffen rightly observes that “ our credit system 
is to be likened to the long arm of a lever and the least touch on the cash 
basis displaces a heavy weight of credit on the opposite end.” F. W. Bain 
who follows Lord Avebury’s metaphor says, “ the cone is a whipping 
top, the point alone on which it spins being of gold, the overliaiigiug body 
consisting of paper credit. Confidence is the wliipping which keeps the 
top revolving” and a rude shock to public confidence involving the with- 
drawal of gold from the banks, will fell the top to the ground and the 
beautiful structure will fall like a pack of cards. The late Sir Edward 
Holden illustrated this fundamental truth by the following diagram.* 
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The bottom of the apex is the gold basis of the whole supeistiuctuie 
and a removal of a small portion of gold destroys a large portion of credit 
and it, in its turn, affects a large portion of commerce carried on on 
credit granted by the banks. 

So our iKiople should liavo confidence in tlie banks. Depositors, 
customers and shareholders should not easily lose their headsand reasoning 
faculties at the first sign of threatened danger and withdraw their support 
from the banks.* The banks should be doing sound business and the 
customers, shareholders and depositors should repose perfect trust in 
them. They should have mutual confidence and this increases consist- 
ently with the growth of general prosperity and social sympathy. 

The indigenous bankers should be alive not to their selfish interests 
alone but be mindful of the interests of our country and display a keen 
willingness and real desire to thc5 economic regeneration of our country. 
They should realise that they have outlived their period of usefulness. 
They should be conscious of their duty to society and instead of 
acting as parasites gnawing its very vitals, convert themselves into 
useful and indispensable adjuncts of it. 

In addition to the existing banking institutions more should 
arise and there should be specialising institutions such as pure industrial 
banks, investment banks, and mortgage banks. These institutions 
should establish a net-work of their branches all over their country. They 
should coax the unwilling people into becoming reliable and trust- 
worthy clientele. The secure l3eneficence of legitimate banking should 
be taught to the illiterate and suspicious minds. More bankers* Clearing 
Iloiisesf should bo started and the private banking firms should join them 
as clearing bankers in order to increase their utility. Some simple and 
carefully laid down legislative measures should be enacted to secure the 
confidences of the depositors, make the path of the existing banks an 
easy one and confine the newly arising smaller Joint-Stock Banks to the 
proper field of legitimate and conservative banking. The existing 
private bankers should emerge from their seclusion and play an active 
part in popularising banking business. The Joint-Stock Banks should 
publish informing balance-sheets and although some of the progressive 
bankers are publishing a bettor type of balance-sheet than the one 

*Such a lack of confidence was displayed in the beginning of the late war in 1914. 
A rush was made on the Indian Post Ofiieo Savings Banks and the Joint-Stock Banin 
also. Even the Paper Currency Office was raided by note -holders for conversion 
purposes. 

t There are about six clearing houses in all in this country. 

Calcutta, Karachi, Bombay, Madras, Rangoon and Cawnpore possess clearing houses 
and the Imperial Bank of India facilitates the ** clearing business in all these places. 

Calcutta has 23 banks, Bombay has 32 banks, Madras has 8 banks, Karachi has 11 
banks, Rangoon has 10 banks, Cawnpore has 9 banks, and to facilitate their business there 
is a Clearing House at all thcai places. These publish the amount of cheques “ cleared 
during the course of their business operations. There is no n^asoii why clearing houses 
should not be started at the following centres— Amritsar, Delhi, Lahore, Lyallpur, Luck* 
now, Rawalpindi and Allaliabad. N umerons banks work at those ])laces and the Imperial 
Bank of India has its branch operating in these centres also. It can easily take the 
load and start C. H. organisation. 

Amritsar has 1) banks. l\*lhi U banks, Lahore 13 banks, Lyallpur 9 banks, Kawal- 
pindi 7 banks, Allahabad 7 b.iulu, and Lucknow 8 banks 
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required by the Indian Joint-Stock Companies Act of 1913* still much re« 
mains to be done in this direction to win the confidence of the public.f 

It is a matter of some satisfaction to Icam that tlie Indian Govern- 
ment is attempting to legislate on this matter, thus displaying its will- 
ingness to secure the intcrestis of the dejK)sitors and accelerate the progress 
of the banking habit in our country. The pernicious tendency on the 
part of our Commercial Banks to encroach on the legitimate field of the 
Exchange Banks and their tendency to transact “ mixed ” banking 
business in their mistaken notion that such an action would bring about 
the economic salvation of our country are fraught with mischiev^ 
ous consequences and grave peril to their own existence and should 
be given up at the earliest moment. Again the present shyness on the ■ 
part of some of the soundest banking institutions to amalgamate 
with each other has to be overcome. These are some of the important 
measures that liave to be achieved before we can realise the full benefits 
of a vitalising banking system in our country. 

Some of these measures have been discussed in detail in the last 
chapter of my book “ Present Day Banking in India published by the 
University of Calcutta. Attention will be paid in the following pages 
solely to the tendency of transacting “ mixed banking on the part of 
our commercial banks. Their grabbing desire to perform exchange 
banking business as well, will also be studied in this article. 

The tendemy to perform miml hankhig husinesB, 

The classical exposition of commercial banking theory as expounded 
by Gilbart, Bagehot, Conant, Dunbar and Withers, has laid down that 
the chief business of the “commercial banks” is to finance the short-term 
needs of business men. The paramount duty of the “ commercial” 
bank is to collect the floating capital of the community into its hands 
and lend it to bom fide business men or invest the money in self-liqui- 
dating and rapidly maturing loans or convert it into such other assets 
as not only to lie within its quick and easy control but may be also 
converted into standard metallic money with the minimum of risk 
attendant on such a conversion. 

This is all theory proper but practice is rarely Idnd enough to conform 
to theory proper and one finds that “commercial banks” are making loans 
for investment purposes, creating fixed capital, helping speculators 
, who dabble on the Stock Exchange, pursuing industrial financing, grant- 
ing loans to persons for purely consumptive purposes and directing 
their control over the trade and industrial enterprises of their countries. J 

*Form G, HI ^hedule of the Indian Companies Act of 1913. 

t It is a matter of supremo gratification to note that the Government of India in 
order to protect the interests of the depositors, has at last decided to compel the Indian 
Joint-Stock Banks to publish a balance-sheet on the lines approved by the Ounllffe 
Committee. 

t The granting of discounts and loans on the pledge of Stock Exchange securities 
as collateral on account of insufficiency of commercial or personal credit is not an invest- 
ment operation. The banks are here acting as mere pawn-shops for securities. But 
definite investment in securities, promoting and underwriting operations and capitalisa- 
tion of companies are the operations of the Investment Banks and not the commercial 
banks. The banks should not support speculation in tho value of doubtful securities 
with the help of its money. It is better to let capital remain idle than venture out on thdo 
investments. 
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This tendency to “ mix ” commercial banking with investment 
business, promoting and syndicating operations is noticeable in the case 
of the banks of the United States of America and Germany. 

As one American banker points out “the American coninier(*.ial 
banks have been forced in self-defence to invade the business of the 
‘ Investment banks * and one finds that only one-third of the loans of 
the American banks belongs to the category of commercial finance and 
the balance is mainly concerned with investment purposes.” Aiiotlier 
reason why these American commercial banks have tal^en to investment 
business is mainly this. They do not find enough employment for their 
huge resources. “ Neither the call money market in New York, nor the 
rediscounting of country bank pafMir, nor the availability through the 
brokerage houses of the promissory paper of a limited number of widely 
known mercantile and industrial establishments will absorb the excess 
and recourse is had to the bond market.” .It is not difficult to find 
other motives for this kind of investment finance. “ The desire to escape 
taxation, the anxiety to become banker to some corporation or munici- 
pality and the desire to secure high profits from promoting, syndicating 
and underwriting business must have induced them to descend to invest- 
ment financing.” 

The case with the German “ Grossbanken ” or the “ credit banks ” 
of Germany as they are generally known is however different. As 
Dr. Reisser says the “ Grossbanken ” were forced to take up all these 
ultra commercial operations* in order to meet “ the real demand of 
German economic development.” The German Banks do not aim solely 
at profit but consider the development of their industries as an import- 
ant duty incumbent on them. One German Bank director while giving 
evidence before the American National Monetary Commission says 
that the “ one difference between the Banks of hingland and Germany 
is that, in England, the primary purjwse of the banks seems to be to 
secure large earnings for their shareholders. In Germany our banks arc 
largely responsible for the development of the Emy>ire, having fostered 
and built up its industries.” 

Another cardinal reason why the “ credit ” Banks of Germany were 
forced to conduct this “ mixed ” banldng business was the absence of 
“ financial agencies ” and as there w^as no strict division of labour among 
the existing agencies the banka were forced as Dr. Reisser says to occupy 
in the national economy the place held by the maid-of-all-work in the 
private household” and to take upon themselves all the tasks w’hich in 
England are apportioned as a rule among numerous financial agencies 
other than the Joint-Stock Banks. 

These were the reasons that forced the German Banks to attempt 
“ adventuresome ” banking as English critics put it. It might be wrong 
on their part to pursue their audacious policy of “ peaceful penetration” 

• The Qorman Grossbanken perform^the following banking operations (1) attracting 
deposits, (2) giving loans, (3) discounting bills, (4) capitalising industries, (6) floating new 
industrial companies, (0) regulating the value of the shares by selling and buying, 
(7) buying and soiling securities largely on their own account. All banks are inenberB 
of the Stock Exchange, ’ 
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into foreign countries. Their assumption that trade follows the 
bank as much as the flag might not be wholly correct. Their policy 
of acting as the “ brains of the industrial army or the “ general staff of 
German industry ” might be questioned. But judging them by practical 
results and the notable success they have achieved so far, it is well-nigh 
difiGlcult to condemn them. The remarkable absence of serious collapses* 
helped those banks to pursue their own policy of “mixed” banking 
business unhampered. 

It is only in*^ conservative England, that the commercial banks are 
not BO daring and venturesome as to “ mix ” commercial banking with 
other lines of business however tempting they may be from the view 
point of profits. They still stick to their conservative lines of banking 
operations and refuse to transact such operations as are alien or genuine- 
ly opposed to the true interests of the commercial banks. 

But tlie tendency to perform “ mixed ” banking is noticeable in 
the case of our commercial banks also. Several of the “ Swadeshi banks” 
of the Pimjabt attempted industrial financing and smitten with an 
ambition to get-rich.quick they took to investment business as well. 
But the inevitable has happened and almost all of them were signally 
punished during the recent banking crisis. 

Some of the existing Indian Joint-Stock Banks are trying to follow 
the path of the German banks. Some of our industrial banks which 
profess industrial financing as their avowed mission conduct ordinary 
commercial banking business as well. It is indeed strange to note that 
the Indian Industrial Commission itself recommends the pursuit of 
commercial banking by Industrial banks that may arise in our country. 
This may b(; partly explained as due to tlieir desire to make tlic Indus- 
trial banks profit-reaping concerns from tlie beginning. 

The promoters and organisers of several of our banks recently 
started during the years 1918 to 1920 have the laudable notion of our 
economic n;organisation. They aspire to utilise these banks as tools 
for the aggrandisement of their national ambition. But they should 
bear in mind that this attempt at “ mixed ” banking business is quite a 
difSfcult and risky one. The banks should be well managed and the 
bank managers should be shrewd, alert and honest. The mere display 

* Even in Germany, instances of bank failures duo to their “ mixed ” banking: 
tendency are not rare. The Lcipzigor Bank failed in 1900 us it advanced 9.3,000, 0(Ki 
marks to the Trebcrtrooknungs-gcscllschaft while its paid-up capital was only 48,000,000 
marks. Any number of such failures occurred in the bubble era of 1870. (Orunderjahre). 
The 1901 crisis in Germany was attributed solely to th(? reekhsss investing of the Gcirninii 
Banks in industrial ventimts during the years 1897-1901. 

t The failure of the Hindustan B^ink, Lahon?, wa.s due to advancing large sums 1o 
the Punjab Musical Association and to the Punjab Brothers (brnpany (a specnlii- 
tion shop in Karachi). 

The failure of the Doaba Bank was duo to advancing money to the Ainrit-sar Gcncrnl 
and Flour Mill Company, Ltd. . . 

The failure of the liahoic Bunk was due to its financing a proiierty dealing company 
and a leather factory 

SoMe of the other Punjab Banks lent money to the cotton ginning factories which 
weio started out of all proportion to the cotton producing capacity of the province. 



of ingenuity in the matter q/ adopting a national programme similar to 
that of the German Banks is not sufficient. Wise and capable manage- 
ment should be forthcoming. Besides it is highly erroneous to labour 
under the misconception that Germany’s rapid industrialisation, her 
economic transition and the development of her foreign trade were 
mainly due to the helpful attitude of their banks. 

Of course the policy of the German Banks interlocking themselves 
with industrial companies hel[Hid tlie development of their industries 
but oilier causes operated as well to make Germany capture many of 
the world markets within a siirjirisingly short time. Dr. P. P. Gourvitch* 
points out that German e.xport artides were always adapted to foreign 
tastes, that there was a widespread industrial and commercial education 
and that (Jerman industries received extensive Government aid through 
different freight rates on Government owned railroads and through 
rebates and other sliippiiig facilities. Dr. Keisser points out that the 
German Banks “ coiiibinecl ’'f to finance large industries which had inoro 
or less of a monopolistic character. lie instances tlie Deutsche Bank of 
Germany which has acquired interests in the smaller banks and thorough- 
ly controlled their policy. 

Professor IlauserJ says that Germany has alfected the surprising 
tour de force of securing her financial supremacy in foreign countries 
while locking up very little of her own capital. .He instances the cases 
where German banks obtained control over Italian business. 

Mr. Shaw§ says tliafc the German Banks always made it a systematic 
policy to obtain information about foreign customers and used their 
branches to act as information bureau. They always advocated German 
industry and obtained foreign orders for German manufactures. 

Dawsonll says that ‘‘ there wfis a development of scientific knowledge 
on a wide scale and that there was a closij application of science to indus- 
try.” Many of the big bajiks liav(^ a large stall of industrial experts to 
guide their banking ollicials in their attitude towards industries. 

Again, the allied ])roblems of finance, industry and transportation 
arc treated as dift'eroiit as])e(jts of one and the same problem and sometimes 
the German banks mixe undoubtedly used as tools for the aggrandise- 
ment of their national ambition. 

It is apparently manifest, then, that it is entirely a misguided view 
to attribute the industrial prosjX'rity of Germany and her ability to 
compete successfully with British and American industries, mainly to 

* Dr. P. P. Ciourvitcli “ How Germany docs business. ” 

t Dr. Roisscr “ The Groat German Banks. ” TJio American National Monetary 
Commission Report. 

*‘Tho Deutsche Bank of Germany is roprosonied in 110 companies, the National 
Banks in 90 and so on.'’ 

Sir R. H. Ii^tis PaJgrave also si)eaks of tins interlocking tendency in his article on 
Ck>rman Banks in tho linkers' Magazine, June 1010. 

t Dr. H. Hauser “ Germany’^ Commercial grip on tho world. Ho says that 
“ German finance means German control, German espionage and penetration.** 

§ Mr. W. A. Shaw “Edinburgh. Review,’* 1918. 

II W. H. Dawson *' Modern Germany.*’ 
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the financial assistance of the German banks. The German banks 
have responded well to the call made on them by these various industries 
but the helpful attitude of the banks is only one among several factors 
contributing to the prosperity of their industries. 

As it has been remarked already, the German banks were well- 
managed from the beginning. They always insisted on a high paid-up 
capital of their own and supplemented their resources by .attracting 
long-period deposits. As A. D. MacLaren* ^says “the German banks 
were attracting ‘"time deposits " and with these they were able to grant 
longer credits (long frUiger),^' The German banks knew full well the 
dangers of locking up their “ Commercial deposits ” in long-period loans 
which would be the ultimate result of commercial banks attempting a 
“ mixed ” business. They realised that their own capital can be locked 
up with impunity in more lucrative but less easily realisable assets 
than short-term commercial paper and as the late Mr. A. Bafiolavich 
and Conant point out, the increase in banking funds in Germany was due 
not to an increase of their deposit money as in the case of the English 
banks but due to “ their genuine mania for increasing their capital.”*]* * § 
As Leopold Joseph says “ the German people have full confidence in the 
administration of banks and in the integrity and responsibilities of the 
Board of Directors which are mostly composed of capable men. 
Stringent regulations as regards the responsibility of the Directors are 
in force and it is only a Serious catastrophe that can shake this confi- 
dence.^J 

It is highly reprehensible then on the part of the Indian Joint- 
Stock Banks to imitate the German bank tactics so long as they do not 
employ the same precautionary measures. It is a well-known fact 
that the paid-up capital of our commercial banks is very little, and ever 
since the days of our banking crisis, deposits generally are made for 
short periods, say 4 or 5 months, and it will b(j well-nigh criminal folly 
to grant long-term loans with short-dated deposits. Neither are these 
banks endowed with the requisite technical knowledge to pursue suc- 
cessfully industrial financing. 

It does not necessarily follow, then, that our commercial banks 
should pursue a “ Conservative policy ” akin to that of the English 
and French banks. 

Leaving aside the arguments of the late Adolf Wagner § and others 
who consider the German banking policy as eminently superior to that 
of the English banks' policy, as wholly irrelevant to our purpose it must 
be considered whether the “ Conservative policy ” of the English banks 
would suit our present national interests. Handicapped as the Indian 
industrialists are, by the absence of specialising financial agencies such 

*A. D. MacLaren ** German Banka and Peaceful Penetration.*’ Quarterly 
Review, January 1919. 

t C. A. Conant ** Principles of Money and Biftiking, *’ Vol. II. 

t L. Joseph ** The Evolution of Banking in Germany.” 

§ Lord Inchcape on the other hand contends that the English Banking system 

superior to that of the Gorman Banking system. 
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as the “acceptance houses” underwriting and syndicating agencies 
which abound in any number in the London Money Market a rigidly 
conservative policy on the part of the Indian banks would severely bar 
their progress for the lack of adequate capital at the nick of the time. 

Secondly, the existing immigrant banks in India do not possess the 
will nor have they the requisite capital at their command to pursue an 
ambitious national programme for our economic reorganisation. Those 
banks have not succeeded in breaking the power of the mahajan who to 
quote Sir Daniel Hamilton’s words “ is still entrenched safely behind the 
inoney-ba^, while the victims of his silver bullets lie all around in heaps.” 
These foreign managed banks do not cultivate any business transactions 
with the small industrialists, business men or agriculturists. As Sir T. 
Morison says “ these are too small to interest the great financial houses.” 
The policy of existing foreign banks favouring European firms as against 
Indian managed ones is too well-known to need any elaboration here. 
One should only read the startling disclosures of Mr. Currimbhoy A. 
Peerbhoy before the Indian Industrial Commission to realise the truth 
of this charge. These banks never forsake the cardinal principle of 
“ safety ” which commercial banks should always possess in their minds. 
But managed as they are by trained westemem, these cannot realise the 
true needs of the Indian economic situation and their exclusive depen- 
dence on their “ shroffs ” is indeed too patent and pitiable. 

Even in England, tliis “ quiet ” policy of the commercial bank 
has been criticised. Quite recently the tonic of war roused the English 
public opinion and the English banks were taken to task for their extreme 
timidity and conservatism. The model of the German Banks was placed 
before them for imitation but they have unitedly refused to be more 
“adventuresome” and advocated the specialisation of each function 
by separate institutions intentionally designed for these purposes. The 
result of this agitation ended in the formation of the “ British Overseas 
Bank ” and the “ British Trade Corporation ” to “ fill the gap between 
the home? banks, Colonial and British Foreign Banks and to grant facili- 
ties which the existing banks are not in a position to extend.”* 

The doyen of the English Economists Dr. A. Marshall says the 
English banks should extend the scojkj of their work. No apology is 
needed to quote his well-balanced opinion in extenso, “ While those 
services to which they devote most of their strength are of unapproached 
excellence, they make little attempt to rival German or even American 
banks in the direct furtherance of the large ventures of industry. By 
limiting their operations to a multitude of relatively small risks, they are 
"enabled to base their advances chiefly on capital deposited with them ; 
and therefore to return extremely high dividends on relatively small 
paid-up capitals. There are therefore some strong arguments both of 
equity and of national advantage in favour of the exertion of a slight 
pressure on them, by legislation or otherwise; tending to increase the 
ratio which their paid-up capitals bear to their total liabilities. They 
could then with safety to themselves and their depositors undertake a 

* Report of Lord Farringdon’s Committee on the proposal of a British Trade 

Bank. 



rdfcher greater share than they do now of the larger responsibilities of the 
country’s business abroad, as well as at home, while they would still cover 
so great a part of their liabilities by fluid assets, as to be certain of 
their ability to meet promptly further larger demands that might be 
made on them.”* 

So these British Commercial Banks, the paragons of conservatism” 
as one disparaging critic styles them, do not afford the real model that 
our Indian Joint-Stock Banks should have in their mind. 

Our Indian Joint-Stock Banks though they grasp the necessity . 
of a liberal financial assistance to the existing industries and howev(jr 
much they may be animated with a desire to emulate the bold, daring 
yet fruitful policy of the German banks, must realise their own limita- 
tions. The small amount of their paid-up capital, the low proportion of 
their cash reserves and liquid assets, the short-term nature of their de- 
posits and the absence of masterly financiers endowed with an ambition 
to display a Na])oleonic faculty in its use, should warn the banks as to 
the dangers involved in extremely speculative courses or prohibit them to 
stretch their hands towards an absolute control of trade and manufacture. 

Again the union of different operations in the hands of a single bank- 
ing institution in close touch with de|)osit banking, has its own dangers. 
The task of keeping assets of a sufficiently liquid character in order to 
balance the demand obligations of a commercial bank is no slight one, 
specially when operations partaking of a permanent character, as for 
instance, industrial financing, arc also attempted. Many an authorityf 
has written deprecatingly of this tendency and points out that it only 
paves the way to commercial crisis. 

The real remedy then lies in specialisation. Besides banks pursuing 
strictly commercial business, there should be industrial banks, invest- 
ment banks, mortgage banks, and such other concenis to specialise \n 
long-term loaning. Numerous financial agencies should be created so 
that our banks need not necessarily like the German banks be nicknanuMi 
“ alerlei enterprisen ” and maids-of-all-work or a Idnd of financial univer- 
sal providers. There should be a strict division of labour among the 
existing banking institutions and those that may bo created in the near 
future. 

While realising that better success can be achieved by specialisa- 
tion, these Indian banks should not forget that the real strength of the 
banWng system depends on their recognition of their mutual interests. ' 
It is not mere emotional sentiment on the part of the existing banks 
that really counts. The real necessity of the situation seems to lie in 
a better understanding of banking business. » 

• Dr. A. Marshall “ Industry and Trade.” 

t W. B. Scott says “ there is an over expansion of credit caused by the exohanp^? 
of investment scouiities for chequing accounts and that a forced liquidation of those 
securities to meet the dexiositor’s call, entails a great loss and an ontorcod liquidation 
may bring about a commoicial crisis.” 

H. M. Qoiger says “ that this practice of commercial banks to invest their funds 
has been one of the causes of industrial failures in tho U. S. A. of several enterprising 
men who have seen their plans shrivel up and disappear under the sheriff’s hammer to 
satisfy a note that had been ** called.” 

0. A. Conant in his Modern Banks of Issue points out that the Bank of Itafyi tlu^ 
Bank of Naples, the Bank of Sicily and the Boman looked up in investments all 
their notes and failed miserably in 1892. 
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The tendency to encroach on foreign exchange business of the Exchange 

Banks. 

Mention has been made in the previous section that the “ commer- 
cial” banks arc encroaching on investment banks, acceptance houses, 
and underwriting syndicates and are performing functions alien to their 
specialised business. The tendency to perform exchange business is 
also to be prominently seen. 

The German Banks are as Lord Inchcape styles them “ Clearing 
Banks,” “ Acceptance Houses,” “ Issuing Houses,” “ Discount Com- 
panies, ” “ Promoting Syndicates, ” “ Exchange Brokers,” “ Traders 
and Bankers.” 

In America, with the development of the acceptance business allow- 
ed by the Federal Reserve Act* and with the opening of foreign branches 
by the powerful American Banks, the neglect of the fundamental dis- 
tinction between commercial operations and other banking operations 
is to be clearly noticed. 

Some of the English commercial banks are forced by competition to 
specialise in exchange business as well. With the advent of powerful 
foreign and colonial banks, t with their huge resources to be invested in 
banking operations in the London Money Market, the struggle for profits 
became very keen and the London Joint City and Midland Bank was the 
first Joint-Stock Bank to handle foreign exchange business. As it success- 
fully pioneered the way, many other London Joint-Stock Banks began to 
dabble in foreign exchange as well and today there is a department in 
some of the English Banks devoted exclusively to this business. 

Some of the Indian Joint-Stock Banks, viz., the Tata Industrial Bank, 
the Union Bank of India, the Industrial and Exchange Bank of 
Bombay and a few others have taken up this business as well. The 
old Presidency Bank of Bombay was the first to hanker after this busi- 
ness. Finding her capital to be somewhat great and feeling that legiti- 
mate discount business could not successfully absorb her capital, she 
began to agitate in the seventies of the last century for the repealing of 
the Bank Act of 1876 in order to permit the Presidency Banks to deal 
with Exchange business. Wisely or unwisely the Presidency Banks wete 
not granted tliis coveted privilegej. This section deals with the advis- 
ability or otherwise of our commercial banks handling foreign exchange 
business. 


* Soe tho Federal Rosorvo Board Circular No. 19 (November 29 1916). Abo Paul 
Warburg’s paper in the American National Monetary Commission Report. 

t There wore about thirteen first class foreign banks in the London Money Market 
before the advent of the late War, with about £ 60,000,000 of capital to be invested in 
banking operations there. 

t For tho reasons that prompted the Secretary of State for India, nut to acoede 
to their request, refer to tho chapter on ** Presidency Banks ” in my book ** Present Day 
Banking in India,” Calcutta University publication. 
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Foreign exchange business is a paying one and the Eastern Exchange 
Banks so kr as their dividend is concerned and as the high value of their 
shares on the Stock Exfchange indicates, are thriving concerns and 
thanks to the Gold Exchange Standard system, the speculative element 
in their business has been removed and a satisfactory ‘‘par of exchange” 
as it were is established between the silver-using countries and the gold 
standard ones. When this has been accomplished the Indian Joint-Stock 
Banks arc naturally too eager to share some of the profits arising out of 
this exchange business. 

But the Exchange Banks who have so long monopolised this busi- 
ness, keenly resent any encroachment on their business on the part of 
the newly established Joint-Stock Banks. They have again succeeded in 
confining the exchange business of the Imperial Bank of India, solely 
to its own customers, and there is really no effective competition with 
the Exchange Banks. 

The Exchange Banks might have been actuated with motives of 
personal gain in their attempts to retain the monopoly of exchange busi- 
ness for themselves. Their contention that “ the Presidency Banks 
which were state-subsidised institutions should not compete with them 
might be valid ; but this argument will be of no avail to them against the 
competition of the Indian Joint-Stock Banks. Their threat that they 
would combine or amalgamate with the big Joint-Stock Banks of the 
London Money Market, if the Imperial Bank of India were to be allowed 
full privilege to handle the foreign exchange business, is an empty one, 
as the Secretary of State for India has already disallowed one such 
proposal recently.* Again their argument that they bore the initial risks 
during the years of fluctuating exchanges from 1872 to 1892 and that 
they should be treated handsomely for their past services by not 
interfering with their vested interests, is not of much weight. No 
perpetual monopoly can however be tolerated on this score. 

It is not these trivial arguments that the Exchange Banks have 
brought forward in the support of their monopoly that should really 
deter our Joint-Stock Banks from attempting exchange business also. 
Banking theory lays down sound arguments why there should be a divi- 
sion of labour in the matter of discounting and handling domestic and 
foreign bills of exchange. While the discounting of domestic bills of 
exchange is not attendant with grave consequences to the stability of 
the banks, provided these banks discount first class trade bills arising 
out of genuine trade transactions, banking theory dwells on the difficul- 
ties attending on the operations of foreign exchange and advises that 
“ bills ” arising out of export and import business are to be handled by 
separate institutions known as “ the Exchange Banks.” 

Historically viewed, money changing was the primary and original 
function of banking. Foreign exchange is nothing “ but the buying and 
selling in any financial centre of the monies of other countries, that is to 

• Tl.e National Bank of India wanted to amalgamate with tlws Lloyd’s Bank but 
the Secivtary of State for India vetoed the proposal, 



105 


say, the exchanging of foreign monies for the money of that centre.”* So 
foreign exchange business is nothing but the exchanging of one country’s 
money (say India’s money) with a foreign country’s money (say Great 
Britain) and vice versa. Hence it may be argued that our commercial 
banks are not undertaking any business dangerous to their prosperity 
or existence. 

Another point which tempts the Indian Joint-Stock Banks to hanker 
after exchange business lies in the fact that there are few ‘‘ bad debts ” 
in foreign exchange. This feature differentiates it from domestic deposit 
and discount business. There is absolute freedom from risk as to the 
loss of principal unless there is a total failure of the parties to the bill. 
Losses do arise but they are due to fluctuations of exchange rates 
and mistakes in calculations rather than to the failure of parties to meet 
their liabilities. 

But it must be pointed out that the conTersion of foreign money 
into domestic and vice versa is no easy task and an element of 
speculation always enters in exchange transactions between countries 
having different metallic currencies. Though lucrative, this foreign 
exchange business is a most difficult and complicated business because 
the various influences that operate on the rate of exchange have to be 
properly understood. It requires an intimate knowledge of the trade 
relations between the two countries and this can be acquired only after 
several years’ experience. The relative value of the two currencies of the 
trading countries should be known and any likelihood of trading expan- 
sion in the near future should be*, clearly realised. The business customs of 
the foreigners and a practical knowledge of their currency system and 
iKigotiable instruments used in foreign trade should be thoroughly mas- 
tered. 

Besides overcoming these difficulties, the banks undertaking this 
business should avoid speculation in exchange on their own account. 
They should be careful at keeping their purchases and sales of exchange 
for various dates of delivery as nearly equal as possible. Occasionally 
they can make an excess of sales or purchases but broadly speakiiig an 
overbought or an oversold situation is not advisable. Their bounden 
duty is to help the mercantile companies who wish to protect themselves 
from all fluctuations in exchange by dealings in ” futures, ” i.e., they 
may make immediate use of payments as credits in local currency for 
the purchase of forward exchange. The banks in their turn should 
protect themselves in their purchases or sales of commercial “ long bills ” 
by corresponding transactions in its own or other futures. 

The exchange business can be conducted safely during times of peace, 
when the currency situation in the several countries is quite normal 
and when currency is highly inflated by the States as an emergency 
measure the situation becomes complex and the fluctuating course of 
the exchanges baffles all rational conclusions and scientific reasoning. 


* UwUey Withew “ Money Changing, ” p. 132. 
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The domestic needs or policy of the bank should be borne in mind by 
the head of the foreign exchange department of the bank and it is 
difficult to keep both the domestic and foreign operations of the bank, 
each involving large outlay of capital, in close harmony with each other. 

Such are tlie complexities that are attending on the foreign ex- 
change business. Although there is nothing inherently unsound in the 
])roposal of our commercial banks to undertake exchange business, 
yet it must be recognised that they are ai>t to underrate the difi&culties 
of the business ahd their enthusiasm may land them into deep water. 
So long as the banks find ample, lucrative and safe employment foi- 
their resources, there is no reason why they should particularly insist on 
the handling of foreign exchange business. For a safe and efficient 
performance of tliis business, the toeigii excliaiigc department must be 
in the hands of a trained specialist. Clerks ])()ssessing a good knowledge* 
of foreign languages are necessary. Branches in foreign monetary cen- 
tres are necessary and the incidence of cost of sucli branches is very liigdi 
in the beginning. Agents can be cun ployed but they may mis- 
manage and it lias bceJi announced recently that tlu^ London* agent of 
the AJliance Bank of Simla failed to do this business jU'opcrly and this 
virtuaUy forced it to open a branch of its own in London. Again t in* 
Union Bank of India which was started about three years back with a 
capital of 10 crores now finds it difficult to t ransact exchange business 
and it has been proposed to reduce the capital to 5 crores. The chaotic 
state of the European exchanges forbids all sane people to meddle will) 
it and so long as the depreciation of the European curjx'ucies goes on 
apace and no attempt is made to slay this drift by international 
authorities, it is not wisij for those not well- versed in monetary matters 
to have any thing to do witli the exchange business. 

It is only when no other avenue of successful business is opcji to tlicin 
tliat our commercial bankvS should handle foreign exchaiig<^ ))usiness. 
Our premier industry, agriculture, which gives occupation to 72 per cent, 
of our total population is almost famishing for want of capital. In- 
stead of directing our cajrital to commercial banks, it behoves us to 
start industrial banks, agricultural Ijanks, and mortgage banks. A 
connecting link should be established between the co-()|)erative 
credit societies and the existing commercial banks. Our capital should 
be rightly used, for unless capital is rightly used, no further capital can 
be created. 

However, for a long time to come this combination of commercial 
banking busiiuiss with investing and ])romoting land of business and 
exchange busiiujss will be on the increase. The temptation of laiger 
profits is always alluring and no legislative measures can be devised to 
check this ominous financial combination. They must only realise that 
specialisation of each function will lead to better results. 

* Onv iiig to the failwu of Measru. Boulton Broa. aud Co., the AUiauce Bank of 
SSimla had to open a branch of ita own in London* 
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DISCUSSION ON MR. RAMA CHANDRA RAU’S PAPER. 

Mb^ Btiateja said lie regretted the way in which certain facts were 
presented, and he wondered wliether the Association was liable for 
defamation for any statements made in the paper. He agreed 
that a special type o[ banks for promoting industrial enterprise 
waB required. The problem was that of financing the industries. The 
English banks in India lend money to large enterprises, but they do not 
lend to the ordinary Indian trader or the small business man. If 
industries are to be developed, then the gap in our< banldng system 
will have to be filled u]). In Kuro])e tlu‘ State filled up the gap by 
starting discount houses for temporary jieriods ; this necessity was no 
longer felt there and State aid had therefore lieen withdrawn. As 
regards the question of an Industrial Bank faking to exchange business he 
agreed with the writer that exchange business was most complicated, 
but he did not see any rcnison why the banks here should not take up 
exchange business provided due caution was exercised. He could not 
agree that wc should wait until onr peofile g(‘t specialized in banking ; 
the miUeniurn may take a longtime to be realized. 

Dr. Tanxan said that unless the Government, transferred the work 
of the Paper Currency Oifiee to the Iin|)eTial Bank tli(» latter would not 
lni in a position to render such assistance as the ('entral Banks in Euro- 
pean countries are doing. Tie pointed out that the Imperial Bank 
had to pay a high rate of interest to Government for loans, and so they 
bad to charge a higher rate of interest to the trades and industries of th(? 
country. This dilliculty he. thought couhl be overcome if the Imperial 
Bank were given greater facilities for drawing on the Paper Currency 
ll(*scrves. He would also like to see the Imjierial Bank affording 
facilities for the transfer of large amounts of money from the Head Office 
to its branches and vice verm at practically no cost as was the case in 
Germany. It had to Ik' realised tliat the banking needs of India were 
very great, and lie thought that Indians could readily be trained if the 
1 ‘xistiug banks gave tliem facilities. At present liberal facilities were 
not afforded by the banks, although the InqKoial Bank is now forced 
by Government, to take at least 50 % of its new recruits from amongst 
Indians. He explained the difllculty of ()]Kming Inanches when the 
number of [ndiau s])oeialists was few and the European Manager had 
to be liighly paid. There was therefore a great necessity for Indian 
young men specializing in banking so that they might take up the 
posts of managing agents with the Im]X'rial and other Banks. 

Dr. Hyder said he wanted to emphasise the point that we could 
have industrial banks ])rovided tlien^ worn ca])able men outside, not 
necessarily bankers, who would manage the factories and do other work. 
It such men were available we could liave long term loans and other 
banking facilities, but it will take a long time in India to get such men, 
and therefore, in his opinion, industrial banks will have to wait. 

4 p. M. Garden Party. Members of the Association attended an 
** At Home ” at Shalidara given in honour of Dr. Sir Mohammad Iqbal. 
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RURAL ECONOMICS. 

CO-OPERATIVE FARMS. 


By C. F. Strickland, Esq., I. C. S., Punjab. 

For tlie purpose of the present argument a co-operative farm is 
defined as land collectively owned or taken in least) by members of a 
co-operative society for their own cultivation. It is to be distinguished 
from (1) land owned by co-operators who employ other persons on a 
wage or a rent to cultivaiiC it for them ; and (2) the employment by a 
landowner of labourers to whom he pays ashjire of profit on the year's 
transactions in addition to the ordinary wage. Under the first head 
fall the large areas owned and fanned in England, Scotland and Asia 
by the Co-operative Wholesale Societies of England and Scotland, the 
cultivators being ordinary employees, who arc only indirectly, if at all, 
benefited by the co-operative movement. These estates are, however, 
often dignified with the incorrect title of co-t^erative farms. Under 
the second head, the mere incident of profit sharing clearly does not con- 
stitute co-operation, nor even approximate to it unless a predominant 
share in the control is also conceded to all active workers. 

The objects of the true co-operative farm arc threefold : (1) employ- 
ment may be secured, in districts in which tlie supply of unskilled labour 
exceeds the demand, by a group of men cultivating a tract of land more 
intensively than a single owner or occupier would be prepared to do, 
since intensive*! cultivation calls fur more labourers and can bear the 
additional cost. (2) The middleman or farming contractor may be 
removed if o\vners of large estates can be indiicod to dispense with him 
and to lease their land to a group of cultivators, the |)rofit of the middle- 
man being divided between the parties, the landlord receiving more and 
the tenants paying loss. (3) A larger out-turn of agiicultural produce 
may be obtained by improved cidtivation, and tlie nation’s wealtli there* 
by increased. Except in so far as intensive cultivation provides more 
occupation and therefore more wages, this last object is appropriate to 
the ideas rather of organisers than of the cultivators themselves. The 
country gains through co-operative organisation of individuals whose 
primary aim is their own security or profit. 

This system of fanning has won its most notable success in Italy, 
though widely spread also in Roumania and found in scattered in- 
stances in other countries including England. Italian statistics are 
imperfect, but the number of existing farms in 1920 was estimated at 
500, holding perhaps 200,000 acres, in addition to an equal area under 
semi-co-operative management by the State in a backw'ard province. 
The movement is promoted alike by the Catholic and the Socialist 
parties, who favour opposing methods of divided and unitary manage- 
ment, On the former method the land held by the Society is leased 
to the members in small holdings, which, though not proprietory, may 
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be continuously occupied by the lessees, and on the ^eath of a member 
are usually leased again to his heir. The holdings are, however, subject 
to adjustment in accordance with changes in the size of a member’s 
working family ; and since it is not permissible for any member to sub-let 
a field or to engage wagc-eaniing labourers, liis liolding will be reduced if 
it exceeds his cidtivating capacity, and in the reverse case may be in- 
creased if laud is available. Some Societies in fact resort to a regular 
re-allotment every few years. I'he alternative method, preferred by tlu' 
Socialists, to many of whom the institution of property is, theoreti- 
cally at least, abominable, is to retain the administration of the land 
entirely in tlu* hands of the Society on a unitary system; a skilled manager 
is appointed wJio directs the agricultural operations under the general 
control of the managing committee. The labourers and cultivators 
receive a regular wage while employed and are also entitled to a shan' 
in the annual profits ; a part of tlie wagc*s is frequently withheld until 
the conclusion of the year as a guarantee against ])ossible losses and 
against disloyalty . In localities in which agricultural unemployment is 
recurrent, tlw^ members may prefer to prolong tlieir (‘.mployment and tlie 
mceipt of even a diminished wage so long as tlie funds allow, abandon- 
ing tlie hope of a dividend a.nd of the deferred balance of tbeir wage. 

These two types, in Italy and elsewliere, rejnesent the rival doc- 
trines of co-operative farming. In practice innumerabh* stages iiitcrjne- 
diate between them are iiccepted in one place or another. An extreme 
case of divided management Nvill bo the Soeioty which (‘it, her purchases 
land and re-sells it to members with full rights of ownershi]), itself thus 
ceasing to c.xist wlien the transfer has been conqileted, or which ac- 
knowledges a formal or conventional right in its lessee-mem Iwrs to a 
jicrinanciit and hereditary possession. A ditfereut class of Society 
will reserve a jiortion only of the land to the central managenn'iit for 
collective purposes, such as the stabling of livestock and machinery, 
the growing of fodder, the storage of seed or of harvested jiroduce. 
The Small Holders’ Societh^s iu Rngland adopt, t-his plan, hiring their 
land by collective lease, in preference to purchasci from county councils 
or individual landlords and sub-dividing among thf‘ir members all but 
a few acres. Only oik^ purely unitary farm of wotking iniltivators was 
known to exist in England at the time of an inquiry mad(^ iu 1020. Yet 
other Societies are found which surrtmdcr holdings witli greater or less 
permanence to their mejiibers, the latter in return l)iiiding themselves 
to certain agricultural methods, either in the use of ex|Mmsivo machinery 
which could nob be purchased unless its adequate em])loymcnt were 
guaranteed, or by participation in a common agreement, c.jf., with au 
authority supplying water for irrigation. Purchase of land by co-opera- 
tive cttltivatiOrs in Italy or elsewhere is comparatively rare, siiicfi it 
locks up a largi^r capital than they can well afford and ties them to an 
ownersliip which the taxation of agricultural land (fully as heavy in 
most European countries as in India) may render imremunerative, 

A t’urd main type resembling the Society with unitary inanag(‘,- 
ment is to be observed in the agricultural guilds now springing up m 
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Kngland under tli^ inllueiico. of tlie National Guild propaganda, the 
objects of which arc:— (1) permanent employment of workers ; and (2) 
work for the service of the community, not for personal profit ; i.c., the 
worker receives a constant and reasonable wage, even if there be 
insufficient work to do, and th(‘ prolits of tlic undertaking, if any, are 
devoted, firstly to improving the conditions of employment, and secondly, 
to reducing the price at which the product is suf)plicd to the community. 
'Pheso agriculturfil guilds ap])car to resemble co-operative farms under 
unitary management with a special and fundcamental— provision as to 
the disposal of profits. * 

The several varieties of internal organisation abovti described are 
adapted to the different ends whicli tlie co-operative farmers in each 
locality have principally in view. In an Italian province such as the 
Emilia and in parts of Sicily, where unsldlled labour for both agricultural 
and industrial purposes is ]Mueimially in excess. tli(‘ unit ary management 
of th(! farm is effective; l)oth in distributing over the maximum 
number of persons the availabh* work and in (lisci])Iining the labour mass 
for redemption and improvement of dcde'rioralcd laud and for that 
liigli cultivation which alom* can meet tlu* original cost. Though the 
individual cannot be* described as conlciitcd, he recognises that he is 
more fortunate as a labourer under Ins fanning society than if he were 
a mere unit in a drifting crowd of surplus men. In other provinces 
where unemployment is not. a clironic trouble landless men or tenant 
cultivators aspire rather to establish themselves as occupiers or owners 
of their own farms, and even the Socialists are forced to make largo 
concessions to this preference for inde|H‘ndeiice. The co-operators wlio 
obtain a lease for a term of years, on a unit ])ossibly enhanced to cover 
tlic aiLxiety of the landlord as to the financial stability of tJie Society, 
are satisfied with ]jossessi<ai of their liome and land, and hope so to 
extend the system of collective leases to the exclusion of contractors 
and middlemen, tiuit they may feel themselves free from these com- 
petitors and therefore secure in their’ tenure. 'Phe object of excluding 
the middleman is ecpially well attained by all t.y]>es of farming society ; 
though it sliould ]iot be supposed that all micldlenien are bad fanners, 
especially on soils and crops rcijuiring tlie application of cajiital, yet 
many are deficient in agricultural knowledge or experience and all tend 
to be indifferent to those minor demands of the labourer or tenants, c.^., 
in connection with housing, which make so overwhelming a difference to 
his happiness. AVhen, however, wo compare the varieties of farm in res- 
pect of their third aim, the increase of agricultural outturn, tlie su|)eri- 
ority whether from the i)oiiit of A'alue or of quantity is entirely on the 
wide of undivided management. The unitary Society employing a 
number of men under a single administrator naturally selects an expert 
for the post whereas a grouj) of semi-indeqwndent tenants apjioints one 
of its own members to be President and ^Manager and depends for sldlled 
advice on the services of a travelling agriculturist who visits tJie estate 
from time to time on behalf of the Government or of the Union to wliich 
their Society belongs. A comparison of the outturn on the co-operative 
farm of Belpiano under the administration of an individual landlord 



112 


and under a co-opcrativo society will illustrate tho^advantages of the 
unitary system. Area of the farm 290 acres : 

Produce in a year under private Produce in a year under co-operative 


management. management. 


Wheat 

574 mds. 

Wheat 

1,728 mds 

Maize 

430 „ 

Maize 

1,688 „ 

Oats 

10 „ 

Oats 

90 „ 

Grapes 

.70 „ 

Grapes 

194 „ 

Tomatoes 


Tomatoes ^ 

1,110 „ 

Seeds 

3 „ 

Seeds 

13i „ 

Silkworm cocoons 2^ „ 

Silkworm ("ocoons 

9 „ 

Working livestock 23 head. 

Working livestock 

48 head. 


The increase in the number of working individuals is not recorded ; 
the outturn per individual cannot therefore be compared. Nor again 
arc similar figures for comparison forthcoming from a co-o})erative farm 
with divided holdings, for in such a case the collection of statistics is 
not easy, and since the land thus leased by co-operators was frequent- 
ly, though not always, already in divided holdings under the iuiddleman, 
the system of cultivation has not undergone a radical transformation 
at the hands of co-operators. Even, however, when allowance is mad(j 
tor a possible partiality in the institution whicli collected the above, 
data (which are based on actual farm records), the agricultural improve- 
ment is sufficiently obvious to require no argument. 

Kural unemployment being rare in the Lhiujab, the sevtnity of 
unitary management will doubtless not prove acceptable to co-of)crators 
in this province who may wish to embark on a collective ownership or 
hiring of land. There may, however, be varieties of crops or circum- 
stances which enforce such a joint tenure. It may be convenient in 
Bengal or in other crowded areas with which the writer is not familiar, 
to maintain united management both as a safe guard against unemploy- 
ment and on grounds of agri cultural advantage. A tea garden for instance 
would be best operated in this way, and on the occasion of the next 
Assam strike it is suggested that such an experiment bo tried. It is 
also logically arguable that the agricultural area which it has been pro- 
posed to grant in a Punjab colony to tenants who should be bound to 
grow a certain proportion of sugarcane for a central cane-crushing and 
sugar-making factory may be better granted to a co-o])erative association 
handling the area aa a whole, papng a regular subsistence allowance 
to its working members and distributing at the end of the year a further 
rebate on their wages and a limited dividend on capital. It does not 
appear probable that without some form of compulsion tlie Punjabi 
peasant will abandon his desire for a separate holding of his own, and in 
the absence of general unemployment such compulsion can only be 
applied by means of conditions attached to a Government grant of land. 
The unpopularity of a grant on these terms would only be faced by 
Government in furtherance of a special scheme, such as that of a sugar 
factory, in which economic policy might recommend a central control. 
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It remains to. consider whether co-operative farms of the divided 
type can usefully established in the Punjab or other Indian Provinces. 
Wherever a contractor interposes between the landlord and tlie indi- 
vidual cultivator, it is clearly desirable to substitute for liiin a co-operative 
society of tenants, financed by a credit society or a central co-o|.)crative 
bank, and actinj^ towards the landlord in all respects as does the present 
middleman. The society should in fact he the middleman and should 
exact at least as high a remt from its members as does the indey)endent 
contractor ; the annual profits, after a sufficient sum has been carried 
to reserve, pan be distributed as a rebati? on the rents. Prima fade 
the landowner does not appiiar to gain from the proetjeding ; if that is 
the case, he is at least no loser ; and if he is irrationally hostile, it should 
be ynacticable to bring him to reason by a tenants’ boycott. On the 
other hand, it is justifiable to hoyn^ that Uuiants worldng in a society 
will be induced by their co-oyierativo advisers to improve their methods 
of cultivation ; the landlord will then benefit by the. enhancement in 
the value of his land. ))y a morii profitable share of the crop if rent is 
])aid in Idnd, or l)y a higher cash rent when the lease falls due for re- 
newal. Conditions suitable for such societi(‘,s (^\ist in numerous villages 
held by yeoman grantees and cayiitalist purchasers in the Punjab colonics, 
and also in a few old jiroymetary villages in whicli tlu; tenants are not 
long-established residents ; such yiroyirietary estates abound in other 
parts of India and when leased to middlemen ofier a proper field for 
co-operative farming, but it will be more difficult to bring together for 
a coHectiv(^ lease those tenants who, though not enjoying rights of occu- 
pancy, have nevcuilieless been cultivating the same lands without disturb- 
ance for several generation.^' ; they will y)refer the friendly personal 
relation between landlord and tenant wliicli there is no advantage in 
uy)setting. The (inemy of co-oy)erators is the middleman, not the land- 
lord. In the Punjab colonies the lessee of a village of a large holding is 
often the village money-lender, who in liis double capacity is able so to 
confuse his various business transactions wit-li the tenants, and so to 
dominate' tluiir daily economic and social life, as to plunge them in 
inextricable debt. Co-oy)erative credit cannot savi? them, since when 
pressed by a creditor tliey are ready to migrate ; wliile co-operative cre- 
dit requires a certain minimum of stability ; such stability can best be 
created, and the liopi* of escayiiiig from indebtedness best excited, by 
uniting the tenants in a lessee society. 

(It should be nuncmbtjred that the average Indian peasant does not 
conceive that freedom from excessive debt is i)ossible ; he will only begin 
to make ellorts when Ik* has learned to hope). A very real danger in 
lessee societies, as ex]jerienced in co-yjartner building societies formed 
by tenants, is the tendency to demand too low a rent : just as consumers’ 
societies on the Rochdale system charge the full market price for articles 
sold, and pay back the surydus to members as an annual rebate on pur- 
chases, thereby building up a reserve fund and guarding themselves 
against the eventuality of losses which in any year may leave no rebate 
to repay, so the lessee society must recover la full rent from its members, 
and after carrying a part to reserve distribute the remainder as a rebate 
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on rents or other economic dealings ; the fund to be distributed will be 
formed by the margin between the tent paid to the landlord and the 
rents charged to the tenant members (a non-member tenant will receive 
no rebate), and also from transactions of collective purchase of seeds, 
agricultural implements, or domestic requirements, and of collective 
sale of produce. Such undertakings of purchases and sale will more 
readily be faced by tenants each of whom is liable— -with unlimited lia- 
bility— to pay to the landlord the full rent due from the society, and who 
will all in consequence realize the importance of helping each other to 
cam sufficient profits for each to pay his own rent to the society. Simi- 
larly the purchase and preservation of improved varieties of seed and 
implements and the adoption of more scientific methods, will appeal to 
men who have an economic and urgent interest in each other’s proceed- 
ings. One reason for the prevailing retrogadc and careless cultivation 
in the Punjab and doubtless elsewhere is that the cultivator feels re- 
sponsible to no one but himself ; if he prefers leisure and mental-indolence 
to thought and consequent profit, he believes himself to be the only 
sufferer. In this he is entirely mistaken, as any English landlord would 
make him realize, but he can only be shaken out of his mistake by com- 
bining his liability and that of all his fellows in a collective rcs])onsibil- 
ity. The burden of a joint rent will renew that stimulus to activity 
which was formerly pro\>idcd by the joint liability ot the Punjab village 
for its land revenue, but which has been removed by the ])rogres8ive 
reduction in the real weight of the assessment. The big landlord in 
villages suitable for co-operative leases is beyond the reach of such an 
appeal to the pocket, since the nwenue, just as in Bengal villages under 
permanent assessment, means economically little to a big landlord; 
the tenant on the other hand may be more accessible through his rent. 

It will be open to a co-operative farming society to pay rent to the' 
landlord in cash or in kind as local custom or convenience may dictate. 
An absentee landlord will normally prefer cash. The society likewise 
can recover rent in cash or kind from its members. The advantage of 
a cash rent is that the lessee society and the cultivating members know 
that all additional profit earned by their intelligence or industry accrues 
to them only ; but since the payment of acasli rent in years of unexpect- 
edly poor harvests is uncertain, and the landlord >vill often be harsh 
to an impersonal lessee society, it may be wise to stipulate for payment 
to the landlord in kind until a reserve fund has been accumulated, and 
thereafter in cash. A rent in' kind, taken by the society from its members, 
offers the advantage of uniting the members and the society in interest, 
a share of each man’s visible croj) being the property of all members, 
and also of inciting them to collective sale of their own surplus produce 
together with the share which the society has to sell on its own behalf. 
On the other hand collective sale being risky and tending to speculation, 
will perhaps be deferred until after the accumulation of a reserve fund- 
The most prudent course for an infant society will be to pay kind to the 
landlord and receive kind from the tenants, converting the landlord’s 
rent ti> cash when its funds can meet the strain of two successive bad 
harvests. 
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No co-operative farms have yet come into active being in the Punjab, 
and it is difficult without first-hand and detailed information from a 
co-operator, to estimate the worth of the experiments mentioned in the 
official reports of co-operation in other provinces. The zamindari societ- 
ies of Bengal are of a capitalistic nature and are formed by non-culti- 
vators: two at least of those existing in Madras appear to be rather ven- 
tures in contracting than associations of workers. A farming society 
of genuii^e cultivators belonjpng^toGujrat District in the Punjab has been 
registered and intends to hire land for cultivation hy its members, but 
has not yet secured a lease on acceptable terms. Another project to 
finance the tenants of a large estate in purchasing their holdings has been 
discussed, and if this scheme matures it may prove convenient to vest 
the ownership in one or more land-purchase societies which can offer a 
more tangible security to the financing body than that of numerous 
and unpunctual peasants. The societies would no doubt be able to 
extend the term and lighten the instalments by which disunited indivi- 
duals would otherwise be expected to contribute their purchase money. 
An exceptional opportunity for a farming experiment has been missed, 
in the writer’s opinion, in connection with a grant of 100 rectangles 
(2,500 acres) of “bara” or low-grade land in Montgomery colony made by 
the Punjab Government in the past year to co-operators of some villages 
in Gurdaspur, Hoshiarpur and Lahore Districts, the former lands of 
which have been damaged by natural forces. The grants have been 
made to the Co-operative Credit Societies of the old villages which will 
nominate the cultivators, and though there is no reason to doubt that 
the grantees will make satisfactory arrangements for the cultivation 
so far as the conditions imposed by Government are concerned, yet the 
owning societies will be absentee landlords, and either the frequent 
rotation of tenants from the old home will diminish the vigour of the 
cultivation, or the nominees if allowed to remain continuously in occu- 
pation will acquire an interest and a moral claim divergent from that 
of their remote society-landlords. The land should have been given 
to new societies, to be formed in the colony villages by those members 
whom the old societies nominated for settlement, and the settlers should 
have been required to surrender their minute shares in the old home- 
land when proprietary rights in the colony were conferred. The socie- 
ties would then have been landlords, but their component members 
would have been the tenants only, and a sufficient unity of interest 
would have been established to insure that attentive and progressive 
cultivation without which the low-grade lands in question will not be 
profitable. Future grants, whether of low-grade land in Montgomery, 
or of ordinary land in colonics hereafter settled, might be made on these 
lines. 

Three minor objects, desirable in themselves, are attainable in the 
Punjab through co-oijerative farms : — 

(1) Whether the land be bought or hired, the society will serve 
as a buffer between the cultivator and the subordinate staff of the 
revenue and other departments, from whom he is exposed to certain 
exactions. If the society owns the land, it should be the headman of 



the village ; and whether the society is owner or lessee, it should perform 
the duties of the patwari (Village accountant) and draw his pay and 
lawful fees: the secretary of the society would be as familiar with the 
records of the estate as any patwari, and far better acquainted with the 
true condition of the crops, the facts of cultivation, and the health of 
the human and animal community. A prudent society will employ a 
patwari as its Secretary. 

(2) The curse of pre-emption will bo lifted from those village com- 
munities in which a farming society becomes the landlord, since the 
admission of a new comer to membership will be dependent on the 
consent of tlie existing members. 

(3) Fragmentation of holdings, and tlie consequent need for con" 
solidation by repartition, ^vill be reduced to a minimum, since the 
tenants who compose and control the society, though normally reluct- 
ant to disturb the possession of any well-behaved member of their 
body, will have ultimate power in general meeting to insist on a re- 
distribution. This power will no (loubt readily be used in cases ol 
inheritance, and a separation of holdings prevented by necessary ex- 
changes, for it must be remembered tliat the heir will be dependent on 
the consent of the general body for lus admission to tlu? liolding of tin; 
predecessor. It will be to the public interest to encourage a similai- 
demand for redistribution if one member believes that the land of another 
can be more profitably cultivated by himself than by tlie* present tenant ; 
the successful farmer should have his holding iiicreased, experimentally 
at first, and permanently if he justifies his claim by a blotter outturn. 

Assistance from Government, other than tlie advice of tlie co-opera- 
tive staff which will in the ordinary course of its duties be promoting 
the creation and prosperity of the farms, will seldom be required. TJi(‘ 
help of the Agricultural Dejiartment will be fortiicoming so far as its 
limited porsoniiel allows, and unions of co-o])erative farms will be wiJI 
advised to engage their own expert.s at their own cost. The agn^emeiit. 
of the revenue staff with regard to the post of headman, and of tlie 
revenue and irrigation departments with regard to the duties of the 
patw'ari must be won by the success of a f(?w societies experimentally 
appointed to prove their capacity. A separate outlet for canal water 
on irrigated lands will also be a valuable privilege. Loans from the 
State to finance the farming societies, which are freely given by the 
Italian Government through the National Institute of Co-operative Credit . 
should be superfluous unless the cniation of farms in large numbers and 
in a short jieriod is contemplated : only the settlement of a new^ canal 
colony on co-operative lines, as suggested al>ove, will necessitate a con- 
siderable advance of State money ; otherwise the Central Co-operative 
Banks should be equal to providing the sum needed in excess of that, 
which tenants can contribute by selling their jewellery and their surplus 
cattle. If the tenants will not make tliis sacrifice, the Banks may well 
hesitate to lend to them. A general circular order from Government 
should invite administrative oiiicers to examine ^vitli ^attention and 
favour all reasonable offers of a farming co-operative society for leases 
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of State lands and should confer on such a society the. right of pre- 
ference when its bid is equal to thfit of a private contractor or landlord. 
This preference is granted in Italy : in India, however, it will be in- 
effective unless officers of Government abandon the vicious practice of 
accepting an extravagant bid and afterwards remitting a part of the 
sum due in response to tlie supplications of th(i incautious or malicious 
bidder. A middleman who excludes the cultivator from a lease of 
available lands by offering an excessive rent must be held to his bargain 
in order to temper his hastiness of restrain his jealousy. His co-opera- 
tive competitor can beat him on fair ground and will ask for no re- 
missions. 



DISCUSSION ON MR. STRICKLAND’S PAPER. 


Mr. Strickland in introducing his paper pointed out that th(‘- 
object was to increase the agricultural outturn. In a system of co-opera- 
tive farming it would be possible to introduce improved methods of 
cultivation and also to hjive skilled persons to guide the cultivation 
of the difterent 'crops. These skilled persons would examine the capa- 
city of the land to produce certain crops and could recommend its 
utilization to the beat advantage. This was not possible under the 
system of individualistic farming, and moreover the individual fanner 
particularly in India was not in a position to indulge in experiments 
in new methods of farming. He illustrated the advantages of co- 
operative farming from the history of Italy. One great advantage 
was that the State under a system of co-operative farming could more 
easily give assistance to farmers. He showed by reiferencc to figures 
that the burden of Land Revenue in the Panjab was very much lightei- 
than the corresponding burden in Italy, and gave it as his confirmed 
opinion that the average Panjabi pea.sant was much better off and more 
intelligent than the average Italian peasant. He saw no reason why 
the system of co-operative fanning should not be introduced into many 
parts of India. He recognised that it should be j)()ssible in highly 
congested areas though in scattered areas the people were often too 
conservative to part with their small holdings. 

The first speaker said he was most doubtful about Mr. Strickland’s 
comparison of the Italian and the Panjabi peasant, and asked the 
writer if h(* had sufficient evidence to show that the conditions of large 
peasants in northern Italy was worse than that of the Panjabi peasant. 

Professor Jevons complimented the reader of the paper and 
asked him to explain the sort of State assistance received by the co- 
operative farms in Italy. He pointed out the illustration of Russia 
where the Government had introduced States farms which were run 
on capitalistic lines with profits to the State. The experience of Russia 
also showed that it was not practicable to start co-operative farms in 
congested areas and that it was mast successful in larger areas of waste 
lamls very far from the inhabited callages. Finally he concluded that 
individualistic spirit was too strong in India and that 50 to 75 % of the 
cultivators refused at first to go into co-operative organisation. 

Dr. Hyder desired to know whether the average Panjabi 
peasant was much better off than the average Italian cultivator, or 
whether Mr. Strickland had not particularly in mind the cultivators 
in the new Canal Colonies of the Panjab. He would further like to 
know how Mr. Strickland had arrived at his conclusion — whether he 
had si'iiply compared food and clothing, or had tahpn account of such 
items as education, sanitation, etc. 
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The next speaker said ho would like to ask the writer what f'ort 
of tenuKs the establishment of co-operative farms would give. It had 
been said by one of the sjKiakcrs that the day of the small holder was 
doomed, but he was rather of opinion that the modem tendency in 
Central and Eastern Euro^Ki was to split large holdings into smaller 
ones. As regard State assistance, he felt that the best help was 
self-help, and that co-operators must work for themselves and must 
not depend upon the State. Even in Italy, State aid had been given 
only under pressure. lie thought there was ample scop<j in the Panjab 
to try the experiment. 

Mr. Myles said that instead of the day of the small holder being 
doomed as one speaker had stated, he thought that in many parts of 
the world it was rather coming. He showed that tlu^ economic causes 
which had operated in England in the direction of large holdings in 
the later 18th and the early 19th century had now bcicn considerably 
modified through the improvements in transportation wliich had 
facilitated the importation of food stuffs. One effect was a new 
demand for small holdings, but such of these as he was familiar with 
pirticularly in Scotland were not backed up with a good co-operative 
organization. 

Mr. Strickland in reply said that in regard to the land of State aid, 
tlic Government could lend loans to these Co-operative Societies without 
security, whereas in the case of individualist holdings they would hav(i 
to take securities when granting loans. He thought that the Panjab 
Canal Colonies offered a good opportunity to try the exi)crinicnt. He 
(‘xplained that in Italy large areas of land had been given for this scheme 
l)y redigioiis l)odies, and he thought this example might be followed here. 
He finally regretted that time did not admit of his answering all the 
points that had been raised. 




PROGRESS IN THE CONSOLIDATION OF HOLDINGS IN THE 

PUNJAB. 

By H. Calvert, Esq., I. C. S., Registrar, Co-operative Societies; 
Punjab. 

In a recent number of thfi Indian AgriciilturalJoumal* I gave an 
account of the experiment which we are making in the consolidation of 
scattered holdings in the Punjab; since that was written (September 
1921 ) considerable progress has been made and much valuable 
experience has been gained. I propose now to bring the account up 
to December last. 


The work has been chiefly carried on in the central districts of Jul- 
lundur, Hoshiarpur and Giirdaspur ; these distrietf/ enjoy what is for 
this province a moderately good rainfall ; two are sub-montane, and 
the third, Jullundur, has long been known for its fertility as the “ Gar- 
den of the Punjab * *. They were cultivated at a time* when districts to the 
south and W(^st wore barren wastes ; the presence of a plentiful supply 
of water only twenty or thirty f(‘et below the surface led to the construc- 
tion of wells in a period when the possession of a well was a sign of 
wealth and prosperity ; land conld be mortgaged hen' wlieii it was hardly 
worth owning elsewhere ; it commanded a price at a time when land in 
other districts was almost without value. In a province of precarious 
rainfall, these districts Ix'came populous while others remained thinly 
inhabited and they have continued decade after decade to be the most 
congested tract in the province. According to custom, the land of each 
peasant proprietor has been divided ecpially amongst his sons, or his sons 
sons ; in tlic course of time, n('W fields have been lorined out of the vrnsto 
wliere it seoined that the effort would bring a reward ; families have died 
out and left their lands to distant relatives : others have become poor and 
have been compelled to sell part or the whole of their property 
others again have been more fortunate and have been able to acquire 
plots here and there and add them to their possessions. In some cases, 
brothers have kept their possessions in common in others they have 
divided it into shares : and where partition has been made, it has become 
customary for each co-sharer to get a part of each kind of land, and even 
of each field. Generations of inheritance and partitions, of piirchase 
and sale, of lireaking u]) the waste and abandonment of unsuitable 
fields, have led to the holdings of each family or owner being scattered 
all over the village area in anything from four to forty or even more 
separate small plots. In short the Punjab reproduces the same feature 
of excessive fragmentation which lias characterised France, Germany, 
Japan and other countries, and this feature has become most marked in 
these districts of Jiilhindnr, TIoshiarpur and Gurdaspiir. The evil 
has long been recognised, but it has been accepted as an evil for which 
no suitible remedy ht^s been found. Mr. Keatinge in Bombay prepared 
the ground for action by collecting information as to what was being 
don? in other countries by legislation and otlierwise and his work 
attracted attention here, with the result that the Financial Com- 
missioners directed a pamphlet to be prepared showing the benefits 


t Whon^rKL^inhorilcd throngh tho fcmnlolino. he has freqnentJy teen 
t’ompelled bv public onhilrni io s.'Il 1 lie land bick to other owncra in the village (Joseph. 
Rohtak). 
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which might be expected from consohdation. Their interest in the 
matter led me to consider the practicability of an actual experiment, 
and to try to put forward a scheme which might prove attractive to 
the small owners of the province. 

Before I pass on, it seems necessary to distinguish this work of 
consolidation from a measure with which it has sometimes been confused 
namely killabandL 

killabandi is officially defined as the substitution of rectangular 
fields of the uniform size of one hilh each for the irregular fields, some 
minute, others inconveniently large, and all of haphazard shape, into 
which the lands of a village are ordinarily found to be divided. The 
actual size of a kilh is of minor importance ; it is an acre or something 
similar. As originally devised, killabandi was to be applied to waste 
areas only ; but its advantages where canal irrigation was beginning 
were so great that it was decided to introduce the measure into old 
proprietory villages wherever possible; the success attained has led 
Government to make its adoption a condition of irrigation from a peren- 
nial canal.^ This killabandi really consisted in laying but a village 
area like a chess board ; it gave straight water-courses, even-shaped 
fields, and much convenience in the aj)plication of canal water. It 
provided a permanent measurement of the village, with fields in areas 
which the most ignorant peasant could understand ; it saved constant 
disputes as to field boundaries, as these boundaries were all in straight 
lines ; it facilitated crop inspection, and enabled owners and tenants 
to check the demand for revenue and water rates, for these were given 
per kUla.f Another great advantage was that it enabled the people 
to manage their affairs without the inttjrference of the patwari. Tin; 
system has proved very valuable in several districts where canal irri- 
gation has recently been introduced, but it has not been considered 
desirable to introduce it into other districts. Where the population 
is heavy, where land is valuable and where holdings are small, it has 
been the opinion that in the eyes of the 2)eople the amount of dislocation 
caused by the change would outweigh its advantages. An attempt to 
introduce it in Kariial failed and the Settlement Officer wrote that 
“ it was soon evident that the self-cultivating owners of the Eastern 
Punjab were not disposed to accept a system which partitioned their 
best fields and obliterated the boundaries of their ancestral holdings, 
offering them only in return the remote advantages of more accuratt; 
canal assessments and possible immunity from reineasurcment. The 
only success achieved was in estates owned by single proprietors, Avhn 
recognised the advantage in having fields of a uniform sizefor calculation 
of their rental. Elsewhere the system was definitely abandoned.” J 

The main idea of kiUabandi was thus to secure a uniform and con- 
venient size for fields, with straight boundaries ; it was quite distinct 
from the attempt to collect the scattered areas belonging to the sanu'. 
owners into solid blocks ; indeed, it was expressly prescribed that 
“ efforts should be made to cause the least disturbance of existing hold- 

* Settlement Manual, Appendix XIV. 

J See para. 33, Sett. Report, Ilafirabad. 

Karual Sett. Report, para. 33. 
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inga possible, and iinlesvs the people specially desire it, no attempt should 
be made to amalgamate holdings scattered in different parts of the 
estate So far from kiUahandi being comparable with consolida- 
tion, it was almost antagonistic to it as the official order was that 
each kitla should be given to the man who owned most of it before, t 
and the total number of fields was sometimes increased, instead of 
decreased ninety per cent, as in consolidation. In some cases, it is 
true that the owners gave up scattered fields and consolidated their 
holdings,]: and to this'extent there was real adjjistment, but this 
appears to have been an incident in the process of kittabandii rather 
than an essential part of it. 

It is interesting to note that even against kiUahandi, there was 
considerable opposition ; at first all the villages ndused to have anything 
to do with it ; the patwaris misled the people with tales of government 
treachery and foretold confiscation of proporty.§ Also it is worth 
noting that even this beneficent measure was not applied to land 
attached to wells and other valuable plots near villages where sub- 
division is minute.ll 

Enough has been said to show that killahatidi valuable though it 
is, is not the same as consolidation ; in a few cases it was accompanied 
by consolidation, but the official orders incline to restrain the attempt 
to combine the two. In consolidation, the owners are assembled together 
after much preliminary preacliing, and when all have agreed to the 
principle of amalgamation of scattered plots, and to the qualities of land 
they wish to be considered, cacli in turn is asked to indicate upon the 
village map the spot wlierc he would like to have his parcel of land ; 
when this is completed, the staff proceed to work out annis so that each 
owner shall have his land around the s]>ot chosen. This involves much 
adjustment and unending search after compromise; but as the advantages 
ani more and more clearly and more and more generally recognised 
the desire for the compact block of land becomes stronger than the 
desire for the particular spot, and minor differences melt before the joy 
of a compact holding. The actual process may take weeks or months, 
but the trouble is amply repaid by the results acliievod. In carrying 
out kiUahandi, there wore many disputes, leading to rii-adjustment by 
higher authorities, and many appeals which liad to be dealt with in the 
usual way. In consolidation, we have to get everybody satisfied 
before we approach the Revenue Authorities, as one successful objector 
might upset the whoh? arrangement. 

* Settleraorit Manual, Appendix XIV, 

t 0,F, amongst other a'fiMY?noos para. 2o, i^ettlomciit Rrpoit of Gujrat. 

t Sett. Report, Wazirabad, Sharakpur and (iujranwala tchsih, para. 28, also para. 
31 of the Report on the llaflzabad Sattlement villages where the ownen 

wore leadonable and on good terms among thomseWes, they allotted the fcfZfaa 
amicably in consultation regardless of provions possession, tbns avoiding iiaviiig 
each one’s fields scattered about in all directions, the officials^ merely making 
entries in khataunis in occordanco with such distribution and assisting at the end in 
making up deficiencies gnd reducing cxce ssas compan^d with shares 

§ Kett. Report, Hafizabad, para. 29. 

II 
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When I first made the suggestion to a number of owners that the 
Co-operative staff should try to effect consolidation, opinion was practi- 
cally unanimous that local difficulties would prove too great. However, 
we had gained considerable cx))erience of what could be done by steady 
preaching ; we knew that we enjoyed the confidence of the people ; v e 
had in our societies men who had grasped the fact that great advantages 
were open to those who would sit down together and try to solve diffi- 
culties on a basis of equal treatment for all, and we thought that by 
patient persistent ip'opaganda we should in time find a village where 
the owners would at least give the system a trial. A scheme was drawn 
up and placed before the people ; experienced members of the staff 
worked hard in villages where the co-operative spirit was strong and 
finally succeeded in persuading some members to allow' us to show what 
could be done with one or two small areas dependent on rainfall and so 
of less value than the rest. The work jnoved very difficult, but tJie 
importance of the subject was so great that the Financial Commissioners 
secured for me with effect from 24th March 1921, a special staff of two 
Inspectors and ton sub-inspectors to carry out the experiments. 
The sub-inspectors were selected from amongst patwaris for their 
honesty and sympathy with the xamindars ; tJie Inspectors were 
selected from Kanungos on similar grounds. In spite of the financial 
stringency, (joveniment has continued to provicle funds for this small 
staff. The result of 20 months* work is that we have definitely passe d 
through the experimental stage into that of positive achieveineni ; W'<' 
can now say that the ])eoplc can be persuaded to rej)urtitiou their lands 
into compact blocks, and that they fully realise the many advantages 
to be gained. In theory, the task seems simple enough ; but the 
obstacles are very great. It is still a new idea, and old men do not like 
change. Widows, with a lifij interest only, do not see W'hy they should 
be troubled with what apjjears to be a very risky exchange ; they assume 
that they will suffer while stronger men W’ili gain ; the interests 
minors requirt! careful safeguarding ; in many villages one or more owners 
may be absent in America, or Australia, or in a canal colony. Tlit'n 
tliere frequently seems to be present the jiicmory of a sad experience 
oyer the partition of common land wdioro the village patwari behaved 
dishonestly ; even now the patwari generally opposes the measure just 
as he opposed killabandi: his earnings depend uf)ou the amount of 
disputes and litigation in his circle, he has a small income from tlw* 
supply of copies of the records and this, will disappear ; his infiiience is 
usually the greater where the records cannot be understood without 
his help, and the new records are so simple that understanding is easy , 
wlvjre he is himself an agriculturist he is now beginning to assist, bid 
in other cases his influence is against us. Mortgagees have frequently 
acquired rights over scattered plots, and when credit was given witli 
difficulty it was the best plots which were offered as security ; naturally 
there must be good land given in return. Here again the opposition is 
disappearing. Then occupancy tenants possess in particular plots 
peculiar rights under different owners, and they fear th j,t by the exchang(‘ 
their rights will suffer. Owners have, however, been very straight- 
forward in dealing with these tenants, and this obstacle is rapidly giving 
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way before a better realisation of the advantages. In parts of these 
districts, and particularly in Hosluarpur, there are hill torrents, known 
locally as Ch>8^ wliich do great damage to fields. Every year there is 
loss, as the light sandy soil gives way before the flood. That this is 
not a fanciful picture will be clear when it is understood that about one- 
tliird of the land in one teLsil is subject to such damage. Now when an 
owner possesses small plots which are scattoic'd all over the village 
area, it is one or other of these small plots which get carried away ; but 
if his plots are consolidated into one block, then it is the whole block 
which may be in danger. This difficulty prevents much progress Ijciiig 
achieved in a large tract but efforts are being made to surmount it by 
arranging the blocks so that (jach one impinges upon a torrent bed. The 
danger will thus be shared by all the owners, while each will have part of 
his land which will be comparatively free from risk. 

Then there are ditficulties arising from differences in the quality of 
the land ; hitherto, the owners have offered for consolidation their hamni 
land, that is the land dependent upon rainfall. But even this varies in 
quality and this necessitates each owner having a block of eacli kind. 
This difficulty also is becoming less marked, as owners are showing more 
readiness to give up quality for the sake of compactness. 

There is one more difficulty that must be mentioned. The staff 
have not only to get each owner satisfied, but they liave to get them all 
satisfied at the same time, and they have to convince the teh.sildar when 
lie comes to attest tlie new proprietorship, that they are all satisfied. 
That this is a difficult test will be appreciated by anyone who knows 
how hard it is to get the officials of one department to approve of anything 
done by another ; but this very difficulty is an excellent safeguard against 
dishonesly on the jjart of my staff. Any favouritism shown as a result 
of corruption would be exposed before the lehsildar as all the people 
concerned liavo to signify their satisfaction before the repartition can he 
entered in the records. 

So much for the obstacles, now' for the results. In all, consolidation 
lias been carried out to greater or less extent in 120 villages ; it is being 
now carried out in stjveral more. From this it must not be gathered that 
tiui whole area of tln\se villages lias been re partitioned. The owners 
usually give us a portion only at first, and see what we do with it ; but 
the most convincing tribute to the work is that a further portion is not 
infrequently offered as soon as the first has been finished. Usually the 
whole rain-irrigated (barani) area is first offered ; but sometimes it may 
be that only the Mohaininadan or the Sikh section of the village will 
come forward with their land, and the remainder offer their holdings 
when they see how nice the first area looks. 

In all some 8,500 persons have offered their rights for consolidation ; 
thousands more arc ready and will be dealt with as soon as their fellow 
owners have conic round to the same view'. 

The area ’so far dealt witli Ls rather les.s than 20,000 acres. In my 
previous account I gave details for the number of fields before and after 
consolidation and Have been taken to task for exaggerating the work 
done. A careful investigation, however, showed that the decrease in 
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the number of fields is by no means a very inaccurate measure of the 
success attained. However, we now have tried to count the parcels 
held by each owner or body 6f co-sharers before and after consolidation. 
We may, I think, say that about 35,000 scattered parcels of land have 
been consolidated into 4,500. The average area owned separately in 
one place has risen from half an acre to 4 acres.* Perhaps, the result will 
be clearer if I give actual instances. 

In Sargundi (Tehsil Phillour), the 19 Sildi owners had 182 fields in 
157 blocks, each has his land now in one place. One owner had his land 
previously in 20, and another in 24 different places ; the average was 8 
places per owner. The blocks are so arranged that as far as possible 
each touches a road, so that access is obtained without crossing the field 
of another. Two owners had only one block each before consolidation, 
so that it might appear that they had gained nothing from the change ; 
but in each case, the plot has been moved so as to touch their well-irri- 
gated land, with the result that they were bearing sugarcane, while tlu' 
old plot was under chari (millet). The man who formerly held land in 
26 different places has now a compact block of over 18 acres. The other 
half of the village is owned by Mohammedans who are awaiting the return 
on leave of one of themselves, before they follow the example of their 
Sikh fellows. 

In Goraya, a small plot of rain-land (barani) was first consolidated, 
and the experiment vras so successful that a large block of well-irrigated 
land was offered. The net result is that 513 fields owned by 24 owners 
(or bodies of co-sharers) which were in 494 different blocks have now 
b(‘en re-adjusted into 84 blocks. Owing to the local features, there 
had to be separate blocks for (1) chahi or well-irrigated land, near wells, 
(2) for chahi land distant from wells, (3) barani, or rain-irrigated land, 
that is to say that most owners had to be given t>vo parcels of chahi 
land, as it \vas not possible to give to each all his chahi land near to tin* 
well. The happiest man there at my inspection \vas the owner of the 
smalh‘.st area. He had rather more than one acre, but it was scattered 
in seven different places ; now he has one plot near a well and another 
in the barani area. In village Semi, the success was most marked ; 
194 blocks had been consolidated into 42. The Secretary of the local 
Khilafat Committee had his land gathered from 12 different places into 
one. Another owner had had his land in 44 places ; it had all been col- 
lected into one solid parcel of 20 acres near to his well. An interesting 
case here ^Yas an occupancy tenant who was formerly poor and in debt 
with part of his land mortgaged. He joined the local co-operative 
credit society twelve years ago, and has now paid off all his debts, re- 
deemed his mortgage, and has got a consolidated plot in which he has 
sunk a well out of his own money saved through the credit society. 
There arc still some people who do not believe in co-operation ; 1 
wish they could have a talk with that man. The smallest owner hero 
has had eight scattered plots consolidated into one. 

In Chonio, up to the time of my inspection, 1,367 blocks had been 
replaced by 153; and the work was being contjpued with mueli 

* Under the original soheme, the Fexjartitiou was to be temporary for four years 
only. With one single exception, possession has been exchanged permanently. 
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enthusiasm as the owners liave offered the whole area of the village for 
consolidation. Usually it may be said that the number of fields is 
reduced to one-ninth or onc-tenth of the former figure and the 
average area is increased nine or ten times. If we count, not 
fields, but blocks, then the reduction is to one-sixth or one-seventh 
of the former figure. In 33 villages in one circle dealt with last 
year, the average area in one place owned by each owner was 
about half an acre, now it is over three acres. In these 33 villages 
about 5,000 acres in over 11,700 blocks liave been repartitioned into 
less than 1,600 blocks to the great delight of more than 1,700 owners. 

In one village I visited, one man had had his small heritage of 
less than one acre (7 kanals) in ten different places ; now it was in one, 
and, of course, was of far greater value to him. 

Wc have found men with rights in several wells, and have given 
them all their cluihi land around one well ; we have found a man with a 
right in a well, but with his land so far away, he was not putting water 
on to it, now he has all his land within reasonable distance of one w^ell. 
We have found areas so minutely sub-divided that they were not culti- 
vated ; the fields were of such small dimensions that tliey were not worth 
the trouble of ploughing ; novr these areas are in large blocks and are 
under crops. There have been many cases where individual owners 
had scattenul plots so small that they did not cultivate them ; they were 
eitlier left waste or had been enclosed by neighbours ; at Chomo, one man 
assured me that }ic had now half as much land as before, he had lost sight 
of tiny plots for years and now had recovered them in tlieform of a single 
parcel of land. In many castes, the fields were so narrow that they could 
not be ploughed crossways ; these are now in convenient shaped blocks. 
Vrom the enthusiasm of the* cultivators, it is possible to understaud 
what a great burden this fragmentation has been to them ; it has restrain- 
ed improvements, a man cannot use a Rajah Plough in many of 
these tiny fields ; a man with eight acres in sixteen places cannot sink a 
well with advantage ; but now his land is all in one spot, he is sinking a 
well. In Ghazipiir, I saw five new wells in the ground and bricks for a 
sixth collected on the site ; from other villages comes the tale of new wells 
or of a demand for takkavi to sink them. There is an actual increase of 
cultivation due to the recovery of the tiny plots mentioned ; there is a 
stimulus to improvement everywhere ; there is greater economy in the 
use of wells, as it frequently happens that a man’s well will irrigate 
more land than he has got within reasonable distance ; now his barani 
land is allotted near to his well and is coming under irrigation. There 
is saving in cultivation, in time and labour, saving to the womenfolk, 
saving in water, for it is found that more land can be irrigated witJi the 
same water when the land is in one block than when scattered. This has 
ill some cases led men to give up chahi land and take barani near their 
well in exchange, or even barani in one block where a well can be sunk ; 
disputes over boundaries should now decrease ; rents have already risen, 
for tenants are quick to appreciate the advantages of the compact block. 
In re-aligning boundaries it has been possible to alter the village 
paths so that each man’s laud can be reached without crossing another’s 
field. In short, we have here a measure that confers advantages to all 
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' concerned, and injures none. In no other work that I have seen is there 
the spectacle of everybody pleased and no one claiming that he has 
' suffered. This is not to say that no one complains, but the complaints 
. are rare ; they amoimt merely to a grumble that while great advantage 
has been gained, a little re-adjustment at some one else’s expense would 
make these advantages still greater to the grumbler ; I have not mot a 
man who wanted the old scattered fields back again. 

Here then we have a great reform that amounts almost to a rural re- 
volution ; a reform the advantages of which are readily recognised and 
should be perraadent ; a reform that ought to lead to great economy in 
the agricultural operations of these congested districts and may, if the 
example of other countries is any guide, result in increased production 
at decreased cost. It has one other merit : it is cheap. There is no 
object to be gained from an attempt to work out exact figures, but. so 
far, the actual cost is about one rupee or so per acre ; if we put it at loss 
than one rupee four annas per acre, we shall have a margin on the rigid 
side. 

There is just one other point that deserves to be emphasised : so far 
as we have gone, our success has been obtained in villages where then' 
has been a good credit society for a number of years. If a co-operative 
credit society has worked Avell for ten years, then it is usually found that 
there will be good chance of a consolidation of holdings society. Some- 
times I find that even friendly critics suggest 1 hat this work hasnotliing 
to do witli co-operation ; these overlook the fact that it is the co-opera- 
tive spirit, the spirit of mutual help, the spirit which seeks tlie good of 
each through the good of all, the spirit whicli accepts a little saorilice for 
a common good, it is this spirit which makcj? consolidation possible, I 
think I am correct in saying tliat no consolidation has been done by the 
staff where there is no co-operation. The same characteristics which 
make for successful co-operation make also for consolidation. Then* 
must be the same subordination of factiousness, of selfislmess, and of 
domination of the rich over the poor, of the strong over the weak. If 
this movement towards consolidation is to be successful, we must please 
the weak as well as the strong, the poor as well as the rich ; every one 
must have an equal voicfj if we are to get the consent of all. The advan- 
tages arc so great and so obvious that it is easy to underestimate the 
intense feeling of afiection of the cultivator towards his ancestral 
holding. We are apt to forget wliat the small owner has to remember. 
He i.s asked to give up all he has, everything he depends upon for 
liis livelihood, for what may or may not be a good exchangt*. H 
we try to place ourselves in his position, wc shall be able to appreciate 
his fear that he may be a loser by this new scheme. It is for this 
reason that I advocate careful progres.s on purely voluntary lines for 
anotlier year or two bifore attempting any measure of legislation. 
We have to create a strong public opinion in favour of consolidation, 
iKjfore we can tliink of forcing the pace. We are gaining popularity 
rapidly ; we cannot meet the demands for the special staff, we are 
preparing the ground for a greater revolution, yhe experiment is 
worth your notice. , 





DISCUSSION ON MR. CALVERT’S PAPRR. 

Mk. Oalveut «ii])plomeiitiicl Jiis paiKir on ‘‘ Consolidation of H(jld- 
ingain the Punjab ’’ by laying a large number of maps before the 
Conference. One* of these showing the position of a man who would 
not join in wlien redistribution was taking ])lace created a great 
impression on members, lie exfJained what progress had been made, 
.and the difficulties the Co-operative Depautmeiit had had to contend 
witlii 

Mii. Tkevaskis circulated a series of maps dealing with the 
Enclosure Movement in England, and the similarity between these and 
Mr. Calvert’s maps was most iioliceablt*. ' 

Ml:. Guleri read extrac ts from a paper he had prepared on the 
same subjc'ct. lie |)oin(cd out that those* who had been most 
enthusiastic in atUMiipling to introdiicc* some*, form of consolidation in 
India had been wholly pnnnpted by the extraordinary success andji 
added prosjKuity in European countries as a result of consolidation. 
Hut while*. Ju; b(*lieve(! that the scheme would work with far greater 
siiccc'ss in India in* felt that the law of siiecc'ssion in India would 
])r(‘sent insu|Kn‘able dilliculties. In Plngland tlie law w^as one of 
primogeniture by which land was inherited only by one successor, 
whereas in India land was divided among so many sons of a proprietor ; 
so much so, that even thougl) the lands were consolidated now they 
w'ould in the cours:; of a few generations become divided into so 
many small holdings. He did not want to discourage the workers 
in this direction but only w'islied to point out tliat the results in 
India would not be the same us w^as the Ciise in England. 

Mr. Jkvons (joinplimeiiled Mr. Calvert on such aji important contri- 
Inition. Ib^ mferred to a more or h‘ss similar scheme attempted by Mr. 
Melita ill li)l'.i in the United Provinces and sjiid that tliis was in refer- 
ence to the lauds under the Vmivi of Wards wh('-re tlu*re w as no confusion 
of uwuiersliip ami wh(*m the (piestioii was only of tenancy. He then 
said that the scheme should Ije proceeded witli in stages as other- 
wise it would Ixu’ome impracticable. Confidence liad to be created in 
till! ]K!0|)le regarding the success of this scheme and w"h(!n the people 
realised its advantages then it WH^uld In* time for legislation to 
prevent the evil complained of by the pmvioiis speaker. 

Mr. Mvles asked if Mr. Calvert could inform the Ooiifeieiice as to 
what ste])s had been taki*n in Franci! to prevent fragmentation a second 
time once consolidation had taken ])lace. Up to the beginning of the 
war there had been mucli talk in France of the. need for legislation to 
prevent fragincntatioii in the case of smaller holdings, and he would 
like to know whether such legislation had become a rcahty and how 
it was operating. Ho w'ould also like to know if the writer would 
recommend such legislation Iicm. 

Dr. Hyder said that all countries had done this work of consoli- 
dation and therefore India also should do it. As regards legislation he 
explained that there woriMliversc laws in regard to succession and that 
they were based on customs, etc., of a more or less religious character. 


* Reproduced hero. 
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It was thcreforc impossible to legislate on the matter aud the only 
possible solution was to educate the ]:)eople by propaganda and other 
means to establish a custom by which the land revert(*.d to the eldest 
son or the younger son or to some such individual and was not divided 
at the death of the owner. 

At this stage the conference adjourned for lunch. 

Third Day :-THURSDAY, JANUARY 18th, AFTERNOON SESSION. 

Cortinuation of Discussion on Hr. Calvert’s Paper. 

Mr. J. Leitcih Wilson said that at one time in France there was 
talk of bringing in legislation to ensure that if the eldest son was able 
and willing to take the whole land and pay |)ecuniary compensation to 
his brothers then the other sons would be compelled to accept tin? 
pecuniary compensation in lieu of their share in the land. lie was not 
sure whether there was now a statute to jm'vcnt sub-division, and la*, 
said it would be intertjsting to consider whether such legislation could 
not be introduced in India. 

Mr. Kale pointed out that they were discussing the, (jtiestion of 
consolidation and they would be com])licating the case if they weie 
to consider other (piestions such as the law of inheritance and imparti- 
bility. He then exj)laincd that an attempt was made by Mr. Keating(*, 
the Director of Agricultum in Hombay, to bring in a bill on the subject, 
but it had to be dropped owing to strong opposition. He suggested, 
however, that the solution of the difficulty lay in going round the 
j)eoplc and educating them on the advantages of consolidation. 
After this had been done then the question of legislation in 
regard to impartibility might ix^ taken up. , Tie pointed out that legis- 
lation must be on a voluntary basis. In conclusion he did not want to 
complicate the matter by considering other issues at iliis stage. 

Mr. Strickland agreed that legislation should be on a voluntary 
basis, and said that there was a law in the Punjab by which Jagirdars 
could not divide their lands. He said that when they had got a co- 
o|)crative staff in the Panjab which was able to bring about coiLsolida- 
tioii, it would not be wise policy to defer consolidation because thirty 
years hence even with consoUdation |)eople might have reverted to the 
same position as they were in now. It seemed to liim much bettor 
to go ahead and take steps to rectify renewed sub-division when it 
appeared. 

Mr. Calvert by way of reply said that as regards the law of 
succession they had worked only for twenty months which was notliing 
in the life of a nation. He said that they should go on with the work 
and Tuake it as wide a8 possible and leave the solution of futun^ 
difficulties to the next generation. He agreed with Professor Kale in 
thinking that they should not overburden tliis question with other 
considerations. He further emphasized that this was not an easy 
task aud the co-operative staff had to work with patience. 



GO-OPERATION AND THE MARKETING CONDITIONS IN RURAL 

AREAS. 

By T. J. Kumaraswamt, M. II. A. S. (Lond.), Research Scholar 

m Economics. University of Madras. 

# 

Any estimate of the probable eflccts of co-operativ(' organisations 
for purchase and sale in the rural tracts must be based on an understand- 
ing of the present marketing conditions in those parts. So I shall begin 
with a description of the present conditions. 

At present there is no organisation among the agriculturists them- 
selves to market the farm produce or purchase their requirements, with 
the result that they get a very low ])rice for what they have to sell 
though they have to pay dearly for their purchases. Now, middlemen^ 
mostly money-lenders, assume ihe risks of ilistributing the surplus 
supplies of the villages. They are Mandy-merchants (Mandy— a place 
for marketing and storing commodities), owners or agenis of rice mills, 
brokers and commission agents of the exporting firms and agencies. 
Immediately after the harvest the needy ryot who has to make a number 
of money payments takes the produce of his lands to tlie Mandy in the 
nearest town. As soon as he goesthere he will (ind a number of people 
coming and asking for rates and inspecting his goods. Then the Mandy- 
merchant, if he has not any orders from outside merchants at higher 
rates, will arrange for the disposal of th(» commodities locally, lie 
will get his commission from the seller as well ns from the buyer. The 
buyer, if it is paddy, will husk and pre])are it for the rict* merchants 
who used to go to sucli ])eople and gather in driblets to supply the dis- 
tributing agencies ; if it is ground-nut the agents of the European firms 
purchase it when it is brought to their godowns located in the neigh- 
bourhood of such villages, lliey prepare it after^vards for the market. 
Similar conditions arc obtained in the marketing of cotton. 

In all these cases a number of middlemen arc engaged as brokers 
and commission agents to secure a good supply from the villages. If 
these crops are sold collectively by tlio villagers through a co-operative 
society they stand to gain at least *20 per cent, more than what they 
get at present, (^o-operation aims at the elimination of the unnecessary 
middlemen and economic waste. If these crops are prepared for the 
market in the villages or in the neighbourhood they will provide some 
subudiary occupation to our villagers not to speak of the training it 
may give them in business methods. Paddy can be husked, ground-nut 
decorticated and cotton ginned locally. This will save much in th<» 
carriage expenses. These economies will give a stimulus to the growth 
of capital in our villages. 

Such savings will increase if similar organisations are formed for 
the purchase of the requirements of the villagers. Now he (the ryot) 
gets his cloth from,^he draper in the town on credit at a price which is 
generally 30 to 50 per cent, above that charged for others, and he has to 
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pay interest for that amount in Mnd which amounts to about 50 to 100 
per cent. Sometimes these loans are renewed owing to famines or 
other unexpected happenings in the family of tlie ryot. Then tlic sum 
trebles itself in no time. The ryot purchases his other requirements as 
spices and articles of food, kerosene and implements at prices 10 to 20 
per cent, above the rates charged for others. 

In collective purchase more than in such sales the ryot stands to 
gain a greater amount by eliniinating the unnecessary middlemen as 
may be seen by the abnormal prices charged for the articles he is in 
need of by the retailers who judiciously divide among themselves (like 
the raiddlejiicii in urban areas) the right of catering to such custonieis 
thus establishing monopolies of predatory rights for tliemselves. 

In this connection, a description of the Sliandic's or periodical fairs 
will not be out of place. These fairs serve as collecting and distributing 
agencies for the local produce and they also cater to the villagers l)v 
selling some luxuries which are otherwise procurable only in towns. 
They are held at places which are at convemient distances to a group 
of villages and are generally well attended, the attendance being in a. 
direct ratio to their importance. Ocnerally they are held from (> a.m. 
to 6 p.m. though lialf-a-day fairs in the afternoon only are not uncommon. 
They are held once a week and the prices in sucli fairs are debTinined 
solely by the intelligence and the bargaining caf)acitv of th(‘ contracting 
parties. The ubiquitous middleman is omnipotent in sucli fairs, lie 
will see that no bargain is concluded without iiimand he rules sii])r(‘iiu‘ 
in cattle fairs more than in others. Our agriculturists are like Cold- 
smiths “Moses at the fair” quite helpless in his hands at the cattle 
fairs. The importance of cattle to onr agriciiHure can never be over- 
estimated. Judicious buying of cattle by co-o])erative organisations 
will save? a great amount to our ryots. 

All such savings will increase the eiriciency of our agriculturisis 
and at the same time will give a stimulus to the growth of ('apital in 
rural areas. And such an improvement will be beneficial to the country 
as a whole as our main occupation is agriculture. 

It is not my object to subject the middlemen toasevore censiin’ 
but merely to yjoint out the im])ort.anceofco-o])erativ(‘ organisation to 
market the farm produce and to supply the requirements of the villages. 
The average ryot is not financially strong, and individually is at a dis- 
advantage in bargaining and in protecting liimself against aggression. 
Hence the exploitation by the middlemen. Such a state of afiairs can 
no longer be countenanced as it retards the best development of our 
country life. [Jriless we solve this problem we cannot improve tlic 
condition of our agriculturists. The good effects resulting from a 
solution of the other rural problems will also be greatly nullified if we 
do not find a solution to the marketing difficulties in rural parts. 

Of late, something has been done in the Madras Presidency to com- 
bine the villagers to form co-operative trading societies and organisa- 
tions for purchase by indent. In some tciuks in the North Arcot 
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district there were sales amountin^]j to throe lakhs of rupees of articles 
purcliased on indent and it vshowed a ])rofit of Rs. 60,00(), thus working 
up to a dividend of 20 per cent. Our former Registrar, the late Mr, 
F. R. Heinrningway, esti mated that the members of the ])rimary agri- 
cultural societies who were I70,(KK) in nuinb(u* could make a profit of 
lakhs of rupees a year— -calculating ppfits at a modest rate of 10 per 
cent, of the sales. Our late Registrar, Rao Bahadur A. Vedachala Ayyar, 
worked heart and soul for the success of sucli societies. 

The method adopted by such societies was quite simple. On the 
requisition of the 'panchayal, the members of the' primary societies 
sent an indent for their re(|nirements. These indents were collected 
and a big order was sent to the best available wludosale supplier. The 
articles were distributed as soon as they were received for cash or on short 
time credit to be collected by the primary societies. Much of the siicc<jks^*.„ 
of those societies is due tf) the zeal ami enthusiasm of the official and 
non-official votaries of co-operation. Similar arrangeimmts were also 
made to sell the farm produce. 

Such has been tin; success of co-operative organisations for purchase 
and sale in small areas. The siieeess of such societies clearly indicates 
that more economies can be secured by a bel.t{»r organisation along 
those lilies. First, we sliall take tiu? starting of such societies for f)ur- 
chase and sale. 

The unit for such societies should be a village and in any case it 
must not (‘xceed throe villages. Wise there will not be that mutual 
knowlcdg(» among members without whicli no society can be really 
(fo-oporative in charactiT. 

The members must he made to understand tlie real necessity for the 
starting of such a society. Such societies must keep separate accounts 
and must be kepi distinct from other co-operative undertakings though 
the personnel may bo the same in the various co-operative societies of 
the villages. The membership must be restricted to agriculturists 
residing in the villages. Tf necessary, two separate societies may be 
organised, one to eonduct the sales of tlie farm product* and the other 
to purcliase the rc<piircm(*nts of the villagers. 

If success is to be acliieved, the members must be loyal to the 
society and must be actuated by tlie spirit of co-operation — (all for cacli 
and each for all). After all it is not very difficult to secure the loyalty 
of the immibers if tlie management is really efficient and tactful. No- 
thing succeeds like success. If necessary, a paid manager mfiy be 
appointed wlio knows his business thoroughly well. 

In the trading societies referred to above no provision has been 
made for the godown accommodation of the articles. In the stores 
for distributing articles to memlicrs and in the sales societies formed 
for the disposal of the siirjilus produce of the villagers some sort of go- 
down accommodAtion is necessary. It may be rented or owned. Every- 
thing depends on tlie magnitude and success of the busimvss. 
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A share capital must be raised to provide funds for meeting such 
expenses. It must be greater in amount for the stores societies as they will 
have to pay for th(j purchases. If cash sales arc insisted upon we need 
not raise much share capital as the proceeds of sales will increase 
the working capital. Members may also be encouraged to make de- 
posits in such societies. The increasing economies brought about by 
such societies may also stimulate the growth of such deposits. We 
can also develop a system of co-operative exchanges by a mutual under- 
standing between the societies for purchase and sale for persons who 
are members in both of these societies. The net profit must be divided 
pro rata to the contribution of the members, not to the share capital 
but to the sales or purchases as is common in the consumers’ co-operative 
societies. 

In the societies organised for selling the farm produce the following 
*afc the difficulties encountered 

(1) We have to collect, grade and sample the supplies on lines 

best adapted to meet the market requirements. 

(2) We have to maintain a granary or godown. 

(3) We have to make provision against loss by deterioration 

or damage caused by insects or other agencies. 

(4) We must avoid undue competition among ourselves, 

(5) We must find a market for the goods. 

All these difficulties can be overcome by an efficient management. 
The agricultural department has suggested many metliods by which we 
can provide against the loss due to insects, etc., in the granaries. The 
bast two problems can be solved by a federation of village societies for 
purchase and sale and the urban stores and by a system of scientific 
distribution. We can get into direct touch with the wholesale agencies. 
If we organise ourselves properly the wholesale agencies as the big 
exporting firms, stores, etc., will themselves come to us. Our dealing 
in bulk is a distinct advantage in our favour. They are assured of the 
quality of our goods and getting a regular supply and in bulk whicli 
will save them much time and money. Our agricultural holdings an» 
small and the return for the individual farmer is also small. Hence 
the imperative necessity for collective bargaining in marketing our farm 
produce. 

The chief factor contributing to the success of such undertakings 
is business capacity. If we cannot get capable business men as honorary 
officers we shall appoint them as paid managers or secretaries. The 
wants of our agriculturists are not too many. Salt, kerosene, cloth 
and a few articles of food exhaust the list. Village stores will be a 
success unless it is mismanaged by inefficient or dishonest men. Per- 
haps the only difficulty will be the want of funds for the agriculturist to 
make cash purchases. This can to some extent be overcome by securing 
a short time credit accommodation within his means to the honest ryot 
at the primary co-operative credit societies wlio will guarantee or pay 
(or his purchases at the stores, 
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The handlooin weavers and those engaged in cottage industries 
may also be admitted as members in such sale and store societies. 

In all such co-operative societies the members must be careful not 
to sully the fair name of co-operation by dealing in inferior and spurious 
stufis or by bad practices as dealing out short weights, etc. If they are 
careful about it, their success is assured. Honesty is the best policy in 
such businesses. 

Lastly, we may also start co-operative societijjs for preparing the 
articles to the market by providing for the husking of paddy, for the 
ginning and packing o( cotton, for decorticating ground-nuts, for the 
crushing and refining ol sugar-cane. Many of our rural areas producing 
such products are very near tlie ports from which they arc exported. 
For example, in the South Arcot district noted for its ground-nuts SShi 
sugar-cane we have two outlets, namely tlie ports of Pondicherry and 
Porto Novo, very near the source of production. Such industries inaj 
be started at convenient distances to serve a number of villages and i: 
the magnitude of business warrants it every village may have one sue! 
organisation. 

By propaganda work conducted by the ofiicials and non-oflicials 
and by mutual co-operatiou between them we can solve the marketing 
problems in no time. 'Pluj economies effected by solving these problems 
will stimulate the growth of capital in the villages which in its turn it 
sure to result in increased efficiency in production not to siwak of its 
good effects from a social point of view. 
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DISCUSSION ON MR. KUMARASWAMI’S PAPER 

Mu. TftjiVASKis pointed out that in tho Lyall pur District of tlio 
Punjab they liad co-o])erative commission 8ho])s which sell agricul- 
tural j)roducc in much the same way as had been described in Mr. 
Kumaraswami’s pa])CT. *These Vho]Ks were found to offer considerable 
advantages over tlie system of sale by “mandi.” It could not be 
doubted that the zemindars lost a considerable amount on account of 
false weights when they sold their cn)ps in the “ mandis.” Anotluir 
great advantage of'the commission system was that any agriculturist 
who was in urgent need of money was not obliged to sell his cro]) 
imnicdiately at an unfavourable ])rice but had only to bring it to tlicj 
commission shop. There he could get an advance of 75 % of its value, 
rskfrl tlie crop would then be sold when a favourable opport imily offered. 
One difficulty that had arisen circled round the (jueslion of maiiag(i- 
ment, whether it was better to have a businessman or a zemindar. 
A businessman was generally’ better up in accounts and understood 
the system better; there were often complaints, however, that lie was 
unsympathetic towards the zemindar. The zemindar, on the other 
hand, though sym])athetic, liad not as a rule got the business acumen 
necessary. The difficulty had in some cases been surmoiuitcd by lur - 
ing one as the manager and the other as the assistant manager. These 
commission shops wore financed by the ecniral co-o])era1ive banks which 
could advance money to them without asking for security, though this 
would not possible in the case of individual dealers. 

Mr. Calvert explained that in the Punjab IIkmc were 1 wo or tlirce 
European gentlemen with large private lands who had associated with 
bliemsclvcs most of the cultivators around and formed a largi' co-o])ei‘a- 
bivc society for purchase and sale for cultivators, lie then explairi(*d 
that a scheme was pushed through to form a corjioration of grain dealem 
but this failed owing to the selfishness of grain dcalem who wanted to 
have all the profits to themselves. 

Mr. Kumaraswami by way of reply said that in a co-ojK»rativ(‘ 
organisation a really eflicient manager was necessary. In the matter 
)f credit accommodation to be given by the central banks he said that 
lot much will be necessary and even the little accommodation required 
vould be only for a short time and could be easily obtained. As regards 
;he organisation of grain dealers referred to by Mr. Calvert he had the, 
east sympathy for such an undertaking because the merchant would 
larass the poor cultivators. Co-ojoeration was essentially for floor 
vorkers to combine themselves against the predatory instincts of 
he middlemen and if credit accommodation were given to these 
niddlemen then people would be far away from the real spirit of co- 
iperatioii. 

* See in thie connection an article by Mr. Tie vn skis on Some Aspecta of 
Agricultural Marketing as illustrated by the Lyallpur Co-ojjerattee (’ommiision Sale 
Shops,** in *‘The Agricultural Journal of India/* Vol. XVllI, Part II, p. 116 — Ed. 



RURAL DEBT IN THE PUNJAB-A FRAGMENT. 

Br Malcolm Darltno, Esq,, I.C.S., Commtsstonkr of 
Income-tax, Punjar. 

Previous Enquiries : (a) in the Punjab. 

In the Punjab, though agriculture is still the only industry of any 
importance, there is alinosi no information available as to the extent 
to which the cultivator is in d(‘bt. From time to time enterprising 
settlement officers have attempted to collect figures for their districis, 
but for the most part despair of their accuracy has compelled them 
either to abandon the attempt or to admit that little reliance could be 
placed on the results. Apart from this, so far as I am aware, only the 
following enqidries have been made : — 

(1) In 187G the indebtedness of (]1 villages in lloshiarjmr was ascer- 
tained. 

(2) In 1878, in connection with the famine of that year, 228 family ^ 
budgets were collected from different parts of tlie Punjab. 

(8) In 1890 Mr. S. S. Tliorburn, i-he Imlliajit author of “Mussal- 
mans and Money-lenders in the Punjab,*' undertook an exhaustive 
enquiry into the circumstances of twelve villag(‘K in the districts of 
Shahpur, Gujranwala and Sialkot. 

(4) Finally in 19J9 and 1920, the two villages of Kabirpur and 
Bairampur in t!ie lloshiarpur District were respectively surveyed by 
Dr. E. D. Lucas and Mr. 11. L. Bhalla. 


I shall liave fre((uent oecasion to n^fer to th(^ last but, so far as my 
jwesent j)urpose is concerned, Mr, Thorburn’s enquiry is the most valu- 
able as it was devoted entirely to the (piestion of indebtedness. It 
covers, however, too narrow a held for any conclusiims to be based on 
it for tilie provina* as a whole and it is also somewhat out of date. 

(b) Outside the Punjab. 


Outside the Punjab then^ is the same dearth of (^xact information. 

The simplest way to sliow this is to euumorate tlie areas in which 
enquiry has been made, and in doing so it should be nunenibered tliat 
these enquiries afford all the information available for nearly 800 million 
people. The areas, witli the dates of the different enquiries, aiv as 
follo^vs 


( 1 ) 

( 3 ) 


( 1 ) 


( 0 ) 

(. 7 ) 

( 8 ) 


1875, twelve villages in Ahmednagar ; 

1894, Nagpur (18,000 tenants); 

1906—10, Fariilpur, a district of Bengal, in which the late 
Major J. C. Jiick, I. C. S., made an exhaustive house to 
house enquiry throughout the district ; 

1913, Bavoda State (a general enquiry made by the Baroda 


Darbar) ; 

1917 _> 19 , Piinpla Sandagar and Jategaon Budnik, two 
villages in the Deccan, which were exliaustively surveyed 
by Dr. U. II. Mann ; 

1918 , Ajme.r-Merwara (10,779^ co-operative 

191 9, Mijsore State (2 1,.3.)0 
1919, Bengal (4,000j 


soeieties). 
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In most of these cases there is very little information to be had 
about rural indebtedness beyond a few figures, some of which will be* 
given later. Major Jack’s report, however, and Dr. Mann’s two studies 
are full of facts and very valuable of their kind, but they do not cover 
more than a district in one case and two villages in the other. Th(’ 
enquiry that is about to be described may at least claim this advantaj-o 
that it is the first to embrace the best part of a province. 

Origin of the Enquiry. 

When I first came into contact with co-operation six years ago 
I was struck by the fact that, though its primary object was to rcdiu*' 
debt, no one knew how far or to what extent debt prevailed. About 
the same time, to assist village banks in making advances to iheir meni- 
bers, a register was introduced in wbich were recorded the assets and 
liabilities of each member, including his debts. It was, tlierefoie. n 
comparatively simple matter to ascertain how far co-ojM^ators were in 
debt. This w^as done during the yciar 1918-19 in the case of 55,J)(i(S 
members belonging to 2,1 Ofi societies. returns were prepand 

according to a prescribed form by the ins])Cctors of the Co-operatiw 
Department, all educated men and many of them graduates. TIk* 
results may, therefore, be trusted. Necessarily only co-operators weiv 
considered, and it may be objected in consequence that the returns ajv 
not representative. The reply to this is that co-operators include nil 
sections of the agricultural commimily. If, however, they err at ail 
it is not on the side of exaggeration. Subsequent official enquiry l<’ave‘i 
no doubt as to this. 

Debt in Terms of Land Revenue. 

Before concluding these introductory remarks, for the dryness of 
which I apologise, a final point must be noted. It is not enoiigli 
to know how much a man is in debt. AVc must also find out 
if we can whether he is seriously involved. The best way i‘» 
do this is to work out his family budget. In a limited numlicr of 
cases this has been done — there is no time to give the results to-day—buf 
for over 00,000 people it was obviously impossible. For the n)ass wv 
must content ourselves with some rough and ready standard of geiKUMl 
resources. For landowmers, and this paper deals entirely with them, 
much the best measure of debt is the land n^venue as, broadly speaking, 
the amount a man pays varies with the yield of his land. View^cd us 
such, it is a form of income-tax, anditis, therefore, not a bad indication 
of his general position. Accordingly in the tables that follow not onl}' 
will the amount of debt be stated but also the ratio it bears to land 
revenue. This will give us some idea of the pressure of debt in different 
tracts and allow one tract to be compared with another. If, for instance, 
we find that in two neighbouring districts the amount of debt per head 
is identical, but that in one district it is 20 times the land revenue and 
in the other only ten, it is a fair conclusion thaithe former is twice as 
heavily involved as the latter. 
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It only remains to state for the bciiofit of tliosc wJio arc no< familiar 
with the Punjab that it is on the vvhoh* a province of ])casant projuic- 
tors and that the average cnltivatftd holding per owner docs not exceed 
8 or 10 acres. The .small size of tlie holdings is indeed the dominant 
feature of rural economics in the Punjab. ^ 

Results of the Enquiry. 

I now give the results of the enquiry for the province as a whole. 
They are as follows 


No. of pro- 
prietors 
concerned. 

Percentage 
free of 
debt. 

Total debt 
(in lakhs). 

H(‘cur(Hl 

debt 

(ill lakhs). 

Average 
debt per 
indebted 
proprietor, i 

Debt’s mul- 
tiple of 
the land 
revenue. 

43,733 

17 

108 

07 

Ks. 103 1 

12 


There are four salient ] joints about eacdi of whicdi sometliing must 
be said, viz : - 

(1) only 17 per cent, are five of del)t; 

(2) net luortgago debt is not more tlnui 40 per ( (‘lit . of tlie whole ; 

(3) the aviuage debt per indebted ])ro])rietor is Its. 4G3 ; and 

(I) total debt represents 1*2 times the land revenue paid by all 

concerned, wheth(‘r indebted or not. 

The Percentage free of Debt. 

Few if any competent judges have supposed that ovjr 80 per cent, 
of tJjo ])roprietoi's of the*. Punjab are in debt. 

Yet this is what the empiirv sugge.sts. The fad enipha.sizes the 
truth of Sir Frederick Nicholson’s dictum that “ tin* nccc.ssaiy coinple- 
ineiit of the pea.saiit jinquicior is the money-lender ’’ and it cx])]ain.s 
too why there are 10.000 money-lenders in tin* jjrovince. In none of 
the five circles into whicli the province has been divided are more than 
25 ])er cent, free of debt, and in throe districts of tlie submontane area 
all but 5 per cent, arciiivolved. Even Mr. Thorburn's enquiry of 1890, 
wdiich moreover was confined to specially impoverished villages, 
did not give ({uite so liad a result as this, for out of 338 owners J2 per 
cent, were not in debt. Is it possible that debt is (‘ven more widespread 
than 25 years ago i This, however, is a question that cannot be answer- 
ed here. 

For the rest of India few ligures are avaihibh* for the j)urpo.se of 
comparison. I give Indow all that 1 have been able to di.scover — 

Free of debt. 

1888, the tcnaiitrv in llic Agra District 22 jK?r cent. 

1894, Nagjmr (J 8,000 tenants) 40 per cent. 

1901, Baroda State nearly 40 ])cr cent, of all land- 

owners. 

1907, Faridpur (Bengal) 55 per cent, of all culti- 

vators. 

1919, Mysore State (21,350 co-operators) 37 ^wr cent. 
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Tlicsc figimis suggest that debt is more widespread in the Punjab 
than elsewhere. On the other hand there is the ojrinion of the Famine 
Commission of 1901 that at least fou^fifths of the cultivators in the 
Bombay Presidency are in debt, an estimate which curiously enough 
tallies almost exactly with the figure for the Punjab. But whether 
conditions in the Punjab are better or worse than in the rest of India, 
it is clear that the money-lender spreads his net over the whole country 
and is perhaps an even more formidable problem than was supposed. 

• Mortgage Debt. 

Net mortgage debt is only 40i)er cent, of the whole and, though it 
varies from circle to circle, in each one it is less than half.* The interest 
of this lies in the fact that, as the mortgage debt of the province has 
Recently been ascertained, it affords a basis for calculating total debt. 
We shall also be able to determine its lluctuations from year to year. 
I have dealt with the imiK)rtancc of this elsewhere. 

Average Debt. 

When it is remcnibercd that the average cultivated holding iji the 
Punjab does not exceed 10 acres, an average ofils. 163 for eacli indebted 
proprietor is considerable. But a figure standing by itself is of 
little value. Let us compare it, therefore, with the results of the en- 
quiries that have alrcacly been mentioned. 


These can best be (ixpressed us follows 

Punjab. 


Average debt. 


Us. 

(1 ) 1890, 9 villages in Sialkot, Dujran- 502'' 

wala aiul {Shuhpiir. - j i ^ i 

(Mr. Thorburu’s onquiry). 1 1"'’' 

(2) 1918, 43,733 proprietors, (a) 403j 
(present enquiry). 

(b) 385 per owjier. 

Outside tue Punjab^ 


(3) 1875, 12 villages in Ahmcdnagar . . 371 per occupant. 

(4) 1907, Faridpur district . , 121 per indebted cultivator. 

(5) 1913, Baroda State , . 450 i)er indebted holding. 

(0) 1917, Pimpla Saudagar village 225 per indebted family 

(Deccan). 

(7) 1918, Ajmer Merwara (10,779 co- 379 ^ 

operators). y per co-ojxirator. 

(8) 1919, Bengal (4,000 co-oi^rators) 120 J 

(9) 1919, Mysore (24,350 co-operators) 273 i)er indebted co* 

operator. 


♦Not iu!ro«uic'ntly a man who has mortgaged part of his land will take a mortgage* 
of part of his neighbour’s land. By nef mortgage debt, thcn*foit*., is meant the amount 
that remains after deducting the consideration for the latter from the consideration fur 
tho former. 
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No doubt figures collected in widely-scattered areas, iit different 
times and under varying conditions can have but little comparative 
value ; but these at least show tliat debt in the Ihinjab is not insignificant. 
Of all the figures given the most instructive for our purpose is the first, 
as it not only relates to the Punjab but is the result of exact enquiry. 
It is naturally liigher than ours as tho nine villages in question were 
seriously involved. It is even liiglier than ap|K'ars as in 1890, owing 
to the greater value of money, a debt of Ks. 562 was a much more serious 
affair than it would be now. The Ajmer figure, too, is iiitert'sting as 
it relates to a tract not very far from t\w Punjab'and the results are 
in both cases almost identical. 

Total Debt of Proprietors in the Punjab. 

For the province as a whole debt is 12 tim »s the land revemfP,* 
wliicli means that the total debt of tin*, proprii'tors of the Punjab is 
about 56 crorcis. Actually, however, there, is good reason to believe 
that it is ]nore than thi.s. Tlie mortgage dcl)t of the [irovince (excluding 
occupancy tenants) was last year ascertained to be abemt 34|- crores. 
As we liave seen, my empiiry suggests that net mortgage debt is only 
40 per cent, of the whoh*. If, as f think is fair, we assume that gross: 
mortgage debt is not more than 50 ])or cenl. of the wlioh*, total debi 
will be 09 cron's. To be on the safe sid(' we may ])ut it at 65 crores. 
which is about 1.1 tiiiu‘s the land r(‘,veiuie. With this multiple as oui 
standard we can form some idea of the pressure of debt upon the pcasair 
]»roprietor of tlio Punj.il). Broadly, the land revenue demand absorbs 
about one-fourth of the net income of the land. Accordingly, a uiultiph 
of 11 means tliat the average, ])ro])rie tor’s debt is (‘qual to 3^ years o; 
his net income. Avowed thus the burden can Ijardly be regarded as 
light. On the other hand, if debt and sale value are compared, the 
burden can hardly be mgarded as heavy, for during the five years 
ending with 1921 land sold in t he Punjab at an average price w^hicli was 
equivalent to 181 tinuis the land revenue ])ayable upon it. It is, liow^evcr, 
fairer to exjsrc.ss debt in terms of net income tliaji in terms of 
sale value, as the latter is notoriously inflated and Ix'ars little relation 
to yield. 

Comparison with Prussia. 

At tlie same time it cannot be too clearly emphasized that in any 
Western country a debt of 65 crores or £13 jnillions, formidable as it is, 
Would be considered a very small one for a ])r()vinee of 21 million inhabi* 
tants. A single instance will sliow wdiat is meant. In 1902 the pro- 
prietors of Prussia who numbered about 600,000— in the Punjab there 
arc well over 3 millions — were in debt to the tune of £377 millions, f and 
in a single year, 1913, net mortgage debt in rural areas increased by 
nearly £40 millions, tliat is to say by an amount which i.s not far short 
of the total debt of the proprietors of the Punjab. Yet before the war 


*For laud rovoiiuo fiaiKl llowuuc 1921, IV (Col. 10), 

fPigures given mo by Professor Max Sering (Univeraiiy of J3crliii), 
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Prussia was as strong in agriculture as any country in the world. It is 
one of the paradoxes of the subject that debt is as often an indication of 
prosperity as of poverty. If anyone is interested in this aspect of the 
question, I venture to refer him bo an article of mine in the Indian 
Journal of Economics for January 1921 entitled “ Prosperity and Debt 
in the Punjab.” ‘ 

Part II.-DEBT IN FOUR SUBMONTANE DISTRICTS. 

• The Causes of Debt. 

Before embarking on the second pai t of my paper which deals with 
rural debt in four submontane districts, a word of exjJanation is neces- 
jary. As the result of the enquiry which has been briefly described 
Tliave been led to investigate the causes of debt in different ])arts of the 
Punjab, and 1 have come to the general conclusion that in tht' Punjab, 
and probably also in India, nearly all roads lead the cultivator into 
debt, or in other words that the causes of debt are innumerable. At the 
same time there appear to me to be four main causes which are 
continually forcing a man to borrow, viz — 

(1) small holdings ; 

(2) the constantly recurring losses of cattle from disease aiul 

drought ; 

(3) the natural improvidence of a liot country combined witli 

a great insecurity of crop ; and 

(4) extravagant ex{K*nditure on marriages and other doiiii‘stic 

ceremonies. 

In'addition there are two causes that make borrowing easy, namely 
facile credit and a vicious system of money-lending. Tlie first four 
explain why a man musl borrow, the last two how he can ))()rrow, and 
it is a combination of “ must ” and “ can ” that explains the cvcr-increas- 
ing debt in the Punjab. 

Now it is not contended that these six causes are every who re domi- 
nant. They vary indeed from tract to tract, and that is wliy it is 
not sufficient to study debt in one area alone. For the |)urposc of my 
own study I have divided up the province into six circles, ami as six 
circles can obviously not be adequately discussed in a single j^ajjor, 
I have thought it best to give you my conclusions, such as they are, for 
a single circle only. 

Description of the Tract. 

This circle embraces th3 four districts of Sialkot, Gurdaspur, Ho- 
sbiarpur and Ambala which lie at the foot of the Himalayas between 
the Chenab and the Jamna. No less than five rivers run through it, 
or seven indeed if we include the Gbaggar and the Ujli,. Much of the 
tract is riverain country, which invariably means w^ater-logging, diseaFc 
and debt. Owing to a high rainfall, which runs from 30 inches to 



well over 40, faniim? is unknown, and the land being fertile, population 
is unusually dense. Holdings are correspondingly small, anil as the 
latter are generally split up into tiny fields scattered round tlie village, 
good agriculture is at a discount. Through most of the tract tlie Rajput 
predominates, a trilx; that is notorious for bad husbandry aritl extra- 
vagance. Nor are the other tribes seen at their best. Finally, thanks 
to the security of British rule and to the slaek-twisted character of much 
ot the population, the trfict has long Ix'di the ha])py hunting ground of 
the money-lender. The combim'd eJleel of all these factors is almost 
universal debt. In three out of the four district only five per eent. are 
not involved, and of these areas it might almost be said in the words 
of the great but fallacious French pliilosojdier that “ man was born free, 
but is everywhere in chains.” 

Results of the Enquiry. 

I will not both(‘r you with the figures for each district. Suffice it 
to say that returns were obtained for over 12,000 proprietors and that 
tlie following results emerge : — 

(a) only 1 1 per eent. are fo-e of debt againsi a provincial average 

of 17 ; 

(b) average debt per indebted j)ro])rietor is Rs. 525 or over 

Ms. 00 more than the figure for the whole province ; and 

(c) total debt is 20 times the land revenue. 

[t is clear, therefon', that we are entering a tract tlmi is seriously 
indebted. It is probably the worst in the province, a point that should 
be. remembeiHMl in judging the results. 

The Money-lender. 

Many and various are the causes of debt, and most of them are to be 
found here in greater or lessor degree. But dominating and aggravating 
them all and turning them irresistibly to his advantage is the money- 
lender, who lias four-fifths of the cultivators in fee. Formerly the ally, 
if not the servant of the village community, he is now too often its 
master. The security of British rule and a legal system, in which the 
spoils are ever to the astute, have given him an o])])ortunity which he 
has been quick to seize. AVith the Fax Britamiica land rose rapidly in 
value and the cultivator was only too ready to jiledge it to smooth away 
the difficulties of life and to meet the extra\'agaiit demands of social 
custom. In ‘this the Raj])ut set the standard, and it was a standard 
that compelled frequent recourse to the money-lender. Nothing could 
be more demoralising, and though little is said about this factor in the 
presciitpaper— the sniqect is being dealt with at length elsewhen»— it 
must be remembered that throughout he is the evil genius in the back- 
ground and his system the fons et origo mali. 

Small Holdings. 

After the money-lender nothing has affected the tract more pro- 
foundly tlian»the smallness of the average holdings. Nature is bounti- 
ful, but man is prolific. In the East every advantage of nature is 
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sooner or later neutralised by an increase of population. It may almost 
be said that the fertility of land is a measure of the fertility of woman. 
The pregnant truth, discovered by Malthus, that the Jiappiness of 
countries depends “on the proportion which the poj)ulation and the 
food bear to each other has ever been ignored*. Throughout this tract 
the yield per acre is high, but the ^ield per man is low. In the Hosliiar- 
piir tehsil there arc 960 people to every square mile of cultivation. In 
the low-lying riverain country of the Ravi, where little effort is requir- 
ed to secure a harvest, the density is over .1 ,000. In no tehsil is the 
average cultivated liplding more than 8 acre*s, and in every tehsil of 
Iloshiarpur it is no more than 4 or 5. Now, as Professor Carver points 
out, small holdings invariably mean small incomes*|*; and in a backward 
country, wliere expenditure is less determined by income then dictated 
by necessity and custom, small incomes sooner or later moan debt. Only 
*bne*^thing can prevent this lack of credit. In the Bengal district of 
Faridpur it was found tJiat 50 per cent, of those who were classed as 
“indigent*’ had no debt at all as they were * too poor to have any 
credit.” But in the Punjab, owing to the great rise in the value of 
land, every owner enjoys two or three times as much credit as he did 
years ago. In parts of Hoshiarpur and Ambala land is four or five tiriicf 
as valuable as it was in the eighties. There is thercfore no lack of 
security, and the money-lender sees to it that there is no lack of money. 

Yet, it may be asked, if nature is bountiful why should a man 
borrow ? The answer is that nature is infinitely capricious. The mon- 
soon may fail, or, as so often happens near the J)ills, the rain may come 
at the wrong time ; or a river may rise and swec]) away harvest, hamlet 
and herd. Under such circumstances to support a family uj)on a few’ 
acres without getting into debt requires a level of skill, industry and 
thrift seldom attained in a hot country. Undoubtedly it can be done, 
just as a small sailing boat can weather the storms of the Atlantic, But, 
unless the boat is both well found and well manned, it will assuredly 
sink. In India the farm is too often neither the one nor tlic other, and 
natuni can bo almost as destructive on land as at sea. It is usually 
reckoned that a cycle of five years will give one good year, one bad and 
three that are neither good nor bad. Now it is only in the good year 
that the ordinary small holder gets tlirougli witlioiit a loan. In the 
bad he will have to borrow for everything he wants, for seed, cattle 
and clothes, and even for much of his food. It is then that compoimd 
interest swells the account and bondage begins. Even in the three 
middling years he will have to borrow now and again, perhaps to buy 
a bullock or marry a child. In these years, if he is careful, he will be 
able to pay the interest due on what he has borrowed l)efore, but it is 
only in a good year that he can actually rediicti liis debt. Once in debt, 
therefore, it is almost impossible for the small holder to escape. If he 
were thrifty and businesslike he might succeed, but he is rarely either 
one or the other, and the money-lender is always there to tempt him 
deeper into the mire. “ Holdings are so small ” says a settlement 
officer, speaking of the Gujar Khan tehsil in the north of the Punjab 

•An Essay on the Principle of P)pulation, K)ok II, Chapter XIII, 

■(■Principles of Rural Econ(»iiu(«, p. 253. 
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where tl\e. Average is (our acres, ‘‘ aiul the inargi}i of safety so narrow, 
tiuit Ally luisfortuiie may nhmge the zeniiiidar into debt from which he 
call never oxtricaie himself. A series of bad years, llu^ death of cattle 
or more carelessness may lead lo debt, while in tlu* best years the sur- 
plus produce is so small lhal ihe inleresi is paid with difficulty and 

from the principal there is no esea|H^ Indeed life is hard and bitter 

to the cultivator who has to dejiend oi^ his few acres to sujiport liimself 
and his family.” Writing of India, generally Mr. K. L. JJatta comes 
to much the same conclusion. “Living as he (the small holder) does 
near the margin of siibsistencT, his ]iro(iiiction is just sufficient to meet 
his wants when the season is favourable, while in l)ad years he has no 
altcriiativo but to fall into the clutches of the money-lender.”* 

Two Concrete Examples. 

Jjct us now take two concrete cases, the two iloshiarpur vilhljjea 
surveyed by Dr. Lucas and Mr. Blialla, to whicii reference iias already 
been made.*|‘ Kabirpur is below the av<‘rage and Bairaiiipur above it. 
1^lie owners in the one are a thriftless lot of Sheikhs and in the other a 
hard working set of Hindu Jats. In Bairamjiur two-thirds of the land 
is partially irrigated, but in Kabirpur there is hardly any irrigation at 
all. On tlie other Jiand Kabirpur holdings average acres against 
less than 5 in Bairampnr. In Kabirpur seven of the ten fami- 
lies of Sheikhs weri' found to be in debt and unable to make their budgets 
balance. “ This,” says Dr. liucas, is the state of aftairs during normal 
years, when not a ])iee is ])aid back to the money-lender on account of 
money boiTow(;d or its inl(*resf.” In liis view a small farmer can only 
jmll through if lu? is not in debt.;|: D(?spite its greal<‘r pros|)erity the 
experience of Bairampnr is not very dilTerent, for the advantages of 
character and nature are largely neutralised by a bigger population, 
wliicli is a good example of wliat was said aiiove. The family budgets 
show that a Jat with 1 1 acres cannot, sujiport a family of iiv(‘ (including 
liimself) witliout getting into debt ; and that, wiiile in an ordinary 
year a Oiijar with 0-| acres and a family of four can just make both ends 
meet, in a bad year he cannot get on without a loan. As 55 cent, 
of tlie owners in Bairampnr ])ossessless tliaii o acres and, including the 
land taken on lease, ‘J.‘5 jmm* emit, ciiltivale less than six, it is clear that 
holdings as small as those lliat prevail in t his area are incompatible wit h 
anyreal measure of |)ros|H;rity.§ Tosccure lliis, cither production must be 
increased or population reduced. 

There is no doubt that tlirouglioiit these, four districts — and the 
same, of true part of thi^ central Punjab as well — population tends to 
outrun subsistence. As long ago as 1 879, when holdings were larger 
than they are now, the Deputy Commissioner of Iloshiarpur remarked 
that the ordinary proprietor with ten or fifteen acres lived from hand 

’'‘Enqirirv into tiio Rise of IMci's in IniUa (1 91 5), Vol. 1, \). 161. 

t Sec thV. Ki:ononuo Uir of a Punjab Village (1920) by K D. Lucas, and an 
Kcoiioinic JSiirvry of llalniJiipiJr (1922) by 11, L. Bhalla. 

t Sfo np. 04, lOS, JOyaiid 111. 

S See pp. 26, 28, 167—72. 
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to moiiili and w«s usually in (l(ibt, as his holding was barely sufficient to 
support a family.* It is no mere coincidence that in Zafarwal (Sialkot) 
Jioldings arc at oiicc smaller and nion? heavily mortgaged than in any 
other telisil of the district. The two m) intimately connected, and 
if I had time I should be able to show you that the small proprietor in 
the runjab is nearly three times as heavily indebted as the larger. It 
is not that the small owner runo up a bigger debt— the precise contrary 
is the case— but that debt presses more heavily iii)on the small farm than 
u[)oii tlic large. The small holder is faced witli two alternatives. 
Wither supjdcmentary work must be found, or he must be content with 
the low standard of living that bondage to the money-lender entails. 
The bolder spirits join the army, and in Hosliiarpur, as in Italy, the more 
i*uter|)rising emigrate. Others set up as carters or, like the Irish reajxirs 
who flock to Scotland for the harvest, go off to the canal colonies once or 
t\J 5 ice a year to pick cotton or cut com. Most, however, with the charac- 
teristic fatalism of the lilast, resign themselves to the money-lender 
as the liiK^ of the least resistance, and they do so the more cheerfully as 
it is a life of conij}arative ease. Dr. Lucas reckons that a thme or four 
acre farm leaves a man with 200 idle days in the year, and he regards 
this enforced idleness as a great cause of the peasant ])roprietor’s 
poverty.*!* Yet if the latter seeks work elsewhere, as often as not it will 
be at the expense of his land. Kitlier he will mortgage it, and land is 
rarely tlie better for Iwing mortgaged, or he will try and (‘ombine two 
occupations, in which case, iis a recent writer says, his cultivation will 
be poor and his outturn low.J From every point of view, therefore, 
holdings as small as those descrilHul are a manifest evil. 

Fragmentation. 

And the worst is still to t(‘Jl. Small holdings are the result of largt* 
population and of laws of inheritance which pmscribe that each son 
shall get an enual share of liis father’s land. That is bad < nongh, but 
what are we to say of a custom which nujuires that the few acres (‘acli 
sou receives should be split up into as many fragments as then! are 
different soils in the villager, so that all may get an equal share of every 
kind of land, good, bad and iTidifferent? Yet this custom is well-nigh 
universal, fn Bairam])ur the village lands were found to be divided 
into 1,598 fields averaging about ujie-fifth of an acre each. Twenty- 
eight per cent, of the lioldings had over 30 fields, and in tlmic cases plots 
were so small — the smallest wjis only ’014 of an acre that they had been 
lost sight of by their owners ami had passed into the hands of others. 
Even the wells are sub-divided and a man’s share may be as minute as 
the odd fraction that governs exchange. § The more fertile the land, 
the more it is split up, as fertility and population go together. Accord- 
ingly the denser the latter, the greater the evil, and nowhere is it worse 
than ill the thickly populated parts of this area and the Central Punjab. 

♦ Hfjshiarnur Gazetteer, pp. 73-4. 

t P. 68. 

t Kraiiiigfi, Agricultural Progrews in Western India, p. 6(^. 

) Bhalla, op. cit., pp. 33-4. 
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In other parts of India too it is as bad, and of the Bombay Presidency 
we read — “ there is hardly a holding; that will now conform in size and 
shape to economic requirements.*’* Th(‘ results of this jire obvious. 
Land is wasted in inuumeraWe boundaries, labour and time are lost in 
going from plot to plot, eiiteryirize is yiaralysed and develojx'd agricul- 
ture is out of the questioji. All the evils 'of sjnall holdings are aggravat- 
ed a hundn^dfold, and it may bt* safely said that till they are consoli- 
dated, there can be no permaneni advance. 

Cattle Disease. ' 

I come now to the second of our basic causes of debt, the constantly 
recurring losses of cattle from disease and droiighl. Year in year out, 
theni is nothing that more insistently drives the cultivator to the money- 
lender than the cvcr-])resent necessity of rcjilacing lus stock. Indis- 
pensable everywhere, in the Kast cattle have an almosl religious signifi- 
cance. It is not for nothing that in tlie Bibh‘ the rainbow is represented 
not only as a tokeji between (5od and man but ajso l)otween Him and 
every living beast., and that many hundred yi'ars later the a»icient but 
immoral city of Niueveh is finally span*d from destruction because, 
inter alia, it contained ‘‘ much cattle." Kor auvoue who has not lived 
in a primitive country it is dillicult to ivalisc liow miicli a peasant’s life 
may depend on his cattle. Without t hem his fields remain uuplouglied, 
store and bin stand empty, and food and drink lose half their savour; 
for in a vegetarian country what can be wors<* than to have neither milk, 
blitter nor ghi ? Indeed it. is diflicidt to have a,nytbing at all, as all 
cooking is done with cakes of manure. The very “ hukka.” beloved of 
the rustic, can hardly be smoked without the cow-dung (iiv that is almost 
universally used. It is not surprising then that India probably contains 
more cattle to the square mile than any oilier large country in the 
world.l Yet in a bad year drought or disease will make holocausts of 
thousands. 

In the great famine of 1 869 four districts in the south-east of th? province 
lost over 40 jier cent, of their stock or a total of over 600,000 head. Two 
llajput brothers, says the official rc])ort, lost 8 bullocks, 10 milch bulTaloes 
and 40 cows and calves. Everything died and they themselves, dcpiiv- 
ed of their only means of livelihood, were forced to sell whatever else 
they had to keep body and soul togetbcr.t Even as recently as the last 
two years the Sirsa Subdivision of Ilissar is said to have lost '10 
cent, of its stock by sale, transfer and death. These, however, are famine 
conditions and, thanks to a good rainfall, serious famine has not to k' 
reckoned with in the districts near the hills. The <*neniy is disease and 
it is almost as bad. In 1877 an epidemic carried off two-thirds of the 
cattle of the Arnbala District, and not long ago I came across a group of 

* Keating!?, op. dt., p. 09; see also pp. 70-1, 19.>22:], and H. H. Mann, liand 

and LaI)oiirs in a l>ccan village, 1917, i>p. 47— r»4. 

fin 1920, India had 101 T) bovine eatlle, horses, mnks, donkeys and eamels to 
thesqiiart* mile, whereat tlie Unit(*d Stales (exelniling Alaska) had only .11*2 — see article 
ill the Pioneer, <la1ed 24tli .Time 1922. 

tlTaiuine Kepirt, Vol. 1, p. 12, and Vol, 4, p. 79, 
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villagesi near the Beas, the river that finally stayed Alexander, when; 
in two years 233 co-operators had lost 1,361 head of cattle or about half 
their total stock. Losses on this scale cripple a nian for years, for 
they have a way of occurring when harvests are bad and resources low. 
To replace them, in nine cases out of ten, the peasant has to borrow. 
There can be no doubt, tlierefore, that loss ot cattle is a main cause ot 
debt, a view mor(;over tlial was held l)y both Mr. Tliorbiim and Major 
Jack. 

It must not be supposed, however, that cattle discas<' on a large 
scale is the peculfar misfortune of India. The fact that last year’s 
epidemic of foot and mouth disease in England and Scotland cost ilie 
country nearly £1,000,000 is emphatic evidence' to the contrary. Only 
two years ago in Germany I met a landowner who had lost 23 cattle in 
two months, but — and the point is important — they were all insured. 
This, rather than the evil itself, is the main difference between East and 
West. In the West everythiug, cattle, cr()])s and l)uildiiigs, can be 
insured and in the more advanced countries generally is, but in lh(* 
East almost everything is left to fate — or magic, as the following episode 
shows. Two years ago an epidemic broke out in the neighbourhood of 
Bairampur, the Uoshiarpiir village that has already been mentioned. 
The Veterinary Surgeon came out to help, but the villager to a man 
flocked to a quack faqir whose ‘‘ charms ” matle cattle “ invulnerabh* ” 
against disease, and they were all so much of one accord lliat ihi* fagvr 
was paid out of the village fund.* Similarly in the llohtak tiazetteor we 
read that the favourite remedy for cattle disease, is a rope, strung across 1 he 
entrance to the village witli little tin boxes suspended on it or rolls of 
cloth containing charms dictated by faqir at a ru])eo apiece. All tlu* 
cattle ot the village are driven out under the rojX' in a struggling lierd 
and water is sprinkled on the houses on either side with a switch of grass. 
Finally a magic circle of milk and water is drawn round the whole village, 
and a pot containing rice or sugar is secretly buriefl in the land of an 
adjoining village, presumably in the hope that the disease may pass olT 
that way. Su|)erstit.ions like these show how primitive agriculture 
still is in parts of the Punjab, and incidentally they lielp to explain 
why the cultivator is like wax in the hands of anyone so astute as the 
village money-lender. 

The Burden of Debt. 

Before concluding this very brief survey of the subinoiitaiie ar<*a 
some estimate must be attempted of the burden of debt in (uich district. 
Fortunately the mortgage debt is known in each ease. 

* figures aie as follows : — 



Lakhs. 

Sialkot 

264 

Hoshiarpur 

.. 222 

Gurdaspur 

21.') 

Arnbala 

180 


♦ BUalla, op. cit., p. 134, 
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To obtain total debt a certain percentage must l)e added on account 
uf unsecured debt. My enquiry indicates tJiat net morigage debt in 
these four districts is 48 |jer cent, of the whole. (}ross mortgage debt 
is probably not much more, but to be on the safe side let us assume that 


it is 60 per cent. Total debt, with its 
will then be as follows : — 

Total debt in 
lakhs. 

measure in terms of land revenue, 

« 

Di-bl.’s iiiiiltiple of the 
lajid n*venue. 

Sialkot 

440 

25 

Hoshiarpur 

370 

• 20 

Gurdas])ur 

358 

19 

Ambala 

300 

20 


In each district total debt is £2 millions or more, while in Sialkot it 
is well over £2 millions. ^Fhese are formidable ligures, but are th^’ 
crushing ? This most dilliciilt question we must endeavour to answer. 
Kverything depends upon resources and in this case Ihe main resource 
is land. What relation then does debt l)ear to the land ? The total 
debt of the four districts is 21 times the lajid revemie.* A-S land revenue 
represents roughly one -fourth of tlie net income of the land, we may 
assume that debt is equal to five years of the latter. 

Or it may lx* <‘X|m‘ssed iu terms of gross yield. With the help of 
the Agiiciiltural Department. I have worked out the latter for two out 
of the four districts, thus 

Gross yield per 
cultivated acre. 

Rs. 

Gurdaspur .. 48 

Jlosliiarpur .. 42 

Average .. 45 

For debt the corrcs])onding figures an* — 

Debt per culti> 
vated acre. 

Rs. 

Gurdaspur •• 49 

lloshiarpiir .. f»4 

Average . . HG 

As these two districts are less heavily indebted than Sialkot and 
not more so than Ambala, it may be generally stated that debt in this 
area certainly exceeds the value of a year’s produce. 

One more method may be applied. Elsewhere I have worked out 
the average income of 193 proprietors living in ten villages of Hoshiarpur 
and Gurdaspur at Rs. 124 a head or Ks. 558 a family. For our present 
purpose, however, something substantial must be deducted, as their 
holdings an? nearly f;wi(*e as large as the average for the whole tract. 
Bearing this in mind I think an average owner’s income may be put at 
Tls. 360 a family ot Rs. 80 a head. Now the present enquiry shows that, 

•My own enquiry gives n muMipIe of 20, 
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excluding those who are not in debt, sub-montane debt averages Rs. 525 
per co-operator peasant proprietor. We may therefore conclude that 
it is roughly equivalent to 18 months’ gross income of those who are in 
debit. In case this is considered excessive, it may be mentioned that in 
1878 it was calculated that 62 percent, of the owners of the Punjab were 
in debt to the extent of two years’ gross income and that for 70 per cent, 
in Hoshiarpur it was thought to be even higher, in fact twice as high as 
the present estimate.* 

To sum up, the debt of owners in these four districts may be broadly 
stated in three different wajra, viz.y as 

(o) equal to five years’ net income of the land, 

(6) exceeding the value of a year’s total produce, and 
(c) roughly equivalent to 18 months’ gross income of those who 
^ are in debt. 

In stating these conclusions no claim of course is made to exactitude, 
but in their favour it may be urged that, though derived from indepen- 
dent sources, they are not I think mutually inconsistent. Thus (o) and 
(5) read together suggest that net income is about 15 or 20 pr cent, of 
gross yield which is probably not far from the mark ; and, if there is a 
difference lietwecn (6) and (c). it was to be expected, as owners do not 
get the whole produce and those* who are not in debt are excluded from 
(c). Moreover (6) is corroborated by‘ an acknowledged authority. Mr. 
Calvert estimates that land revenue in the Punjab is equal to about 5 
per cent, of a year’s gross produce.f If debt somewhat exceeds the latter, 
it should be somewhere Ixitween 20 and 25 times the former. Actually 
the multiple is 21. Altogether it is difficult to resist the impression that 
in this area at least debt is a heavy burden. The impression is 
strengthened if we compare the tract with the moderately prosprous 
district of Faridkot in Bengal. Twelve years ago total rural debt in the 
latter was found to be not more than one-fifth of total income, and only 
5 j)er cent, of the cultivators were in debt beyond half their income. J 

Debt in relation to the value of Land. 

There is one way of stating debt which reduces it to comparatively 
modest proportions, and that is to express it in terms of the value of 
land. In the two years, 1920-21, land in our four districts has sold at 
an average price of Rs. 289 an acre, wheieas the corresponding figim* 
for debt is only Rs. 56. For the debtor however, this is a dangerous 
way of stating the case, for it obscures the fact that de])t should be 
repaid out of income and not out of ca])ital. As we have seen, measured 
in terms of income, debt is unquestionably high. That in relation to 
capital it should be comparatively low is due to the enormous rise in tlic 
value of land that has taken place in the last 20 years. This is no doubt 
a sign of prosperity and to the man who sells an obvious advantage. 
But, as I have endeavoured to show in my article referred to above, pros- 
perity has its shadow, for as land prices rise, debt increases. A man who 

* Punjab Pamiiic R/^port-, 1878-9, • 

t The WejJtli and Welfan* of the Punjab (1922). 

:f The Kcunoinie Wfe of a Bengal J>|Rtript (1910), pp. 72 and 198. 
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20 years could raise only lis. UK) on liis lajid can now borrow thrice 
that amount and he frequently does so. This would matter little if 
income kept pace with debt, but for the small liolder it becomes more 
and more difficult to repay one out of the other. In many cases his only 
way is to sell part of his land, but no true Punjabi sells unless he must. 
The alternative is bondage and in bondage as often as not he remains. 

And here this paper inust end, and in conclusion I would ask you to 
remember that it is only a fragment of a more detailed study u])on 
which I am at |)resent engaged, and that much is uijavoidably omitted 
wliich is necessary to a proj)cr understanding of tluj subject. 
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DISCUSSION ON MR. DARLING'S PAPER. 

Mr. Darlinci briefly reviewed his paper and pointed out tlie e.xtnMuo 
eoiuplexity of the subject and the difficulty of putting one’s finger upon 
the causes of debt. Even so the subject \vas one of such im|K)rtaJU'«^ 
that he considered that enquiries made in the pro])er spirit would yield 
most fruitful results. As illuslfcrating the complexity of the subject he- 
showed that particular castes in a certain locality would be free from 
debt whereas the same castes in another locality were over-burdened 
with debt. He also pointed out that in districts where economic condi- 
tions were prosperous, e. g., Amritsar and Ferozepore, indebtedness 
prevailed to a large extent. Though a great deal was said about the 
malpractices of the money-lenders, he personally felt that it was the 
system that was at fault. He explained that the great indebtedness 
ol the Indian agriculturist was due to his borrowing money for unpro- 
ductive purposes. Another bad feature was the high rate of interest. 
He then referred to the various causes of debt such as marriage, dom(‘s- 
tic expenses, extravagance and litigation. In conclusion lie said that it 
was throughout a gloomy subject, and in his opinion the only cil'ecti vc 
remedy was co-operation. 

liALA »Shiv Uayal complimented the author of tlic above paper and 
asked to be informed as to the effect of the Land Alienation Act Uf)on 
agricultural indebtedness. In regard to co-operative credit societies 
as a remedy lor indebtedness he was surprised to see that the spread of 
co-o])eration had been accompanied by an increase in agricultural 
indebtedness. As to the causes of indebtedness he said he was in ciitin- 
agreement with the paper. 

Mr. Calvert said that through co-o|)eration eight lakhs of old debt 
had been repaid during the last five years. He then gav(^ statistics to 
show hoW much co-operative societies had done towards tlie reduction 
of debt, and also explained that the increase of debt referred to by Mr. 
Darhng was for the major part confined to those who were not members 
of co-oi)erative societies. As regards agricultur»l money-lenders li<* 
explained that legislation might be necessary in order that tlie agricul- 
turists may not indulge in money-lending or that at least some stigma 
should be attached to agricultural money-lending as was the case in 
England. With regard to the Land Alienation Act lie said that though 
it may seem desirable to sell a [lortioii of ih) land to discharge debis 
it was not advisable. It was rather a thorny question and it would 
be a surprise to many to learn that the Hindus of the Punjab were 
mostly cultivators and they strongly favoured the Land Alienation Act. 

Dr. Hyder said that there was no increase in the agriculturist 
money-lenders as was generally supposed. He agreed with Mr. Darling 
in saying that marriages accounted for a large portion of indebted- 
ness and suggested that it would be better for the parties entering into 
matrimonial iclatioiis to make economic enquiries^ about one another 
just as they made enquiries into their family history. 
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Mu. (SoDiiUAXH said Lliafc tlioro was no doubt that a class of fl^ricul* 
tiirai muiioy-l(Mi(k'rs bad sprung up on account of the Land Aln’iiaiioii 
Act. The agricult iirist someliow or other nianagc^d to get money 
from the rich money-lenders and advanced it to small agriculturists. 
Another loature was that the bmias or sljopl\ee.pei*s also made advaiices 
to small agriculturists at a high rate oj* int<*rest U*eause they knew 
that they could get their nioni^y back in the shape of produce, ile. then 
said that even in loealities where eo-o]x*ralive societi(‘s (*xisled ])Cop]c 
borrowed mon.iy from tiu; nnuiey-lenders to pay the loans borrowed 
from co-operative sociidics, and they agaiji borrowed iiuiii co-operalive 
societies to repay the money-lenders. 

Mu. Antia pointed out the necessity of a Alouey Jj<‘nders’ Act similar 
to the one. in hjiigland. lu addition to the luouey-lejider ))eiug regisUTod 
there should be a provision lixijig the maximum rale of interest charje- 
abhi and the manner in which the interest should be assessed. As 
rc'gards tlu^ cause of agriculUiral indebtedness in India hi‘ did not believe 
that marriages, want of thrifi, spending money for domestic purjjoscs 
and similar causes could be regarded as basic (*aust‘s. The most funda- 
mental cause he said wjis the poverly of the ryot and his ])overty was 
increased by recurring famines. 'Flie remedy did not. therefore lie 
so much with eo-operaiion. What should be dom^ was to enable tlie 
ryot to get a fair price for his pnaluce. AnolhiM* ilillicully was that the 
ryot was unduly taxed as regards tIu* artich‘s In; had to buy. 'riie 
remedy he suggested was iu the slartij^g of pureliase and sale societies 
wliich would do away with the middlemen. Another remedy was to 
liud some oecupalion for lh<‘ agricullurisl during his sj)are time. 

Mu. Oha.man Lal Kai'I’Ji sai<l that he did not see how prosjicrity 
and indebtedness could go hand iu hand. ih‘ wanted ii) know how 
the. causes of indebtedness giv<‘n in the. ])a|K'r should be partieularly 
o])(»rative in ])laces which weiv very prosj)erous. 

Rkv. K. D. IjUcaS spok(‘ (»f iiie relative pros)x.‘rity td the Chainar 
classes and attribuieil this to thi* faet that Ihey hail j)o security to give 
ami so could not get into debt; they also had to s])end very litth* on 
domestic occasions. Ih’sidos the Chainar can turn to any kind of 
work and had no scruples about doing any type of work and so he was 
kc])t em])loyed all the year round. 

Mu. Dauunii by way of mjily said that the points raised in the 
discussion w'c re so wide and varied that it w’a.s not possible to answer 
them all witliiii the limited lime at his disposal. In regard to the fact 
that prosperity and indebtedness go hand in liand, he did not mean 
that they occurred togctlicr, but what he meant was that when there 
was prosperity tin; iieople began to play “ ducks and drakes ” with it. 
As regards the ojiiiiion expressed that poverty was the cause of debt 
he did not agree, as wlicu there was no security to give then it W'as not 
possible to get loans. As regards agricultural money-lenders he said 
they certainly were on the increase, and lie actually knew of a case 
where a man w'lio had gathered a few^ luindred rupees in the course of 
twenty years in the Army became owner of thousands of rupees in the 
course of four or five years by money-lending. 




THE PROBLEM OF CATTLE IMPROVEMENT IN INDIA. 

By Praphullachandra Basu, Professor op Economics, 

llOLKAR CoLLEOE, IXDORE. 

(In the absence of the Author, thit^, paper was taken as read.) 

An important question which has for some time been exercising 
the minds of our public men is liow to improve the cattle of India. It 
is felt that such improvement is urgent both in (pianiily and in quality. 
Usually the emphasis is given on (juantity but, as will be seen below, 
the need is more for improvement in quality than in (|uantity. Only 
in a few places in India, for examjde, in Sindh and some [)arts of Madras 
is the quality of stud bulls at all satisfactory. At ])resent, in some 
Government dairies, the problem of solution is being attem])tedTl)y 
importing stud bulls of sii])CTior quality and utilising such bulls of India 
wherever they are of the desirable quality. Such experiments have been 
universally successful although they have hitherto been too limited for a 
vast country like India.. The quality of milch cattle also recpiiresto be 
improved in India. At present the yield of a full grown cow in India is 
rarely more than six seers (about 12 lbs.) ])er diem during t he period of 
lactation. In this direction also successful experiments have been made. 
At Bangalore and ^Ihow, for example, a full grown cow has been made 
to yield more than sixteen seers per diem. 'Phus it seems to have been 
])roved that it is not dillicult to improve the (piality of our cattle, both 
draught and milch, when pr(q)er elVorts are directed in that, behalf. 
The problem is how to make such improvements widespread in India. 
The solution of this problem again depends upon the problem of how to 
make the results of such improvements available to the poor masses of 
the country. 

In connection with this question of increas(‘ and improvement of 
our cattle, two measures are usually advocated. One is the stoppage of 
slaughter of cattle, and tlu' other is that of their ex])ort. The arguments 
advanced tnv .stopping the slaughter are mainly of three kinds, viz., 
(1) religious and huinanitarian, (2) medical, and (2) economic. (1)1 
shall not deal with the religious aspect of the tjuostion because 1 feel 
that I am not comi^tcnt to judge whether or not it. is a sinful act to eat 
meat and slaughter cattle for that purpose. But it should be remem- 
bered that the use of meat diet is very restricted in India. The high 
caste people among the Hindus do not oat meat, and the lower caste 
Hindus and the Mussalmans, who have no objection, cannot 
afford to eat meat as frequently as people of western countries do. Yet 
the number in the aggregate is very large for the whole of India. Some- 
times humanitarian motives arc advanced against slaughter of ammals, 
but these, however powerful in the breasts of some noble souls, cannot 
justify a compulsory meas^urc depriving a large number of human beings 
from having what food they desire to have. This is a matter entirely for 
propaganda and ’educating pubUc opinion. The movement of gm- 
Rhak (cow preservation society) is ip this direction. One can only 
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hope that the same humane sentiments will be extended also to other 
animals besid(\s the sacred cow. 

(2). On mctlical grounds it is urged tliat, for people living in a 
tropical country like India, meat diet is not suitable. This, however , 
is a point on w’hicli medical authorities must agree before economists or 
other laymen should dogmat'so. And ^"hon they agree there will 
be no need of proscribing slaughter of cattle because i^eople will them- 
selves give up the harmful diet. A]»parently sucJi aiithoritios arc not 
of one opinion yet. SometiTiies authorities arc quoted, who condemn 
the excessive use rtf meat in western countries. The opinion of siudi 
authorities must be cautiously applied in the case of Indin.. What 
they usually condemn is not the use of meat as a dietary but its exces- 
sive use. Excess of most things is bad even when they are vitally 
uepessary for life. In any c«ase it seems that medical authorities will 
take long to agree on such a question inasmueh as the food require- 
ments of the human body have not yet passed the stage of investiga- 
tion. The elusive vitaminea, for exiimple, one class of which is derived 
from meat diet, must yield up their secrets before medical authorities 
can agree finally on this important question. Moreover, if \w tf> 
judge of results from experience India is l.he only im])ortant country 
in the world, an appreciable portion of whose ])o[>ulatioii are aver.se 
moat eating ; this aversion originally arose out of religious scrui>1os and 
is of late being justified by arguments based omuedical grounds. Thus 
neither medical grounds nor experience will justify a. person to stop 
slaughter of cattle for purposes of provi<ling food. Further, if, on medi- 
cal grounds, meat flic‘t is to be condemnefl in India, such persons who 
desire it should condemn and abolish lirst the c()nsum])tion of other 
articles, the (dTect of which on human body is much worse than mc'at., 
c,y„ alcohol, opium, tobacco, etc. It is only during tin? last two years 
or so that, as a result of the new political movement, a few sucli articles 
are being condemned on a wide scale. 

(11). The third argument against slaughter is economic. It is said 
that cattle should not be slaughtered because India, has not had enough 
of cattle to spare. The rest of this j)apcr will deal with this (‘couomic 
argument. Hut here it need only be pointed out that the aid of econo- 
mics is usually invoked to cover religious srruy)les inasmuch as little 
objection is raised against the sla.ught(u* of l>nffa.loo.s ()r goats, tlie milk 
of which is widely consumed in India. Moreover, the bu fVn I oes supply 
richer milk than tliat of cow, the quantity of wliich is at least propor- 
tionately equal to tliat of cows when the cost of maintenance is taken 
into consideration. Further, as draught animals buffaloes are as fre- 
quently used as bullocks, and can do more arduous work than tlic 
latter. 

As to the stoppage of export of cattle, the only economic argument 
advanced is the sliort-sightod one of present shortage in cattle for the 
purpose of internal use in India. It is said tliat, at present, the number 
is not enough even for India. We should only export the surplus if there 
be any. As there is no surplus now, we should not'allow any export. 
It is evident that the amount of surplus is a matter which is vitally 
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connected with effective demand for that article within the country. 
Ordinarily, the need of a coiniumiity or country cannot be ascertained 
by consi(ierin^ tlie (juaiitity ol‘ the coiuuiodity only, but als(» its demand 
price, Tliis is iillerted by tlie use of the (Muninodity as also by the rela- 
tive position of demand and supply ])i‘ices. Th<* fact that a substantial 
quantity of a commodity is exported is«('nouj]jh in itself to sliow that 
the demand price in India plus the cost of transport, etc., is lower than 
the demand price abroad. This roughly proves that the use of such com- 
modity within the countTy is not very great or tliat the consumers are 
so poor that, to them, the value of money is very hi^h. I believe that 
both these operate in the case of cattle in India, the latter perhaps with 
gr(\ator force than the former. It should bo noted that the export of 
Indian cattle is small. From the point of view of su])ply, we should 
take into account the cattle breeder in relation to the demand for cattle. 
Thus a study of the side of demand is essential to a proper ap])rociation 
oF the problem of cattle su])ply in India. 

The demand for cattle resolves itself into several demands. (I) The 
services of drmigU caUle and slud bwi/t?,— Iir India not only arc 
draught cattle used universally for [)urpose.s of agriculture whieli directly 
(‘iigago.s more than seventy |>er cent, (d the ])o]ailation. Init they aix^ 
use<l For purposes oF eonveyanf(» tliroughoiit t!ie country. The niral 
population consisting oF about uinetv i>er cent, of the population depend, 
to a large extent, on drauglit-cattle for conveyance within the country. 
By Far the larg<*st volinne of internal trade moves, by this primitive 
motliod of conveyance, and, exee])t in a f(‘W localities, especially near 
the towns, the same, is tlic case with conveyance ot human beings. 
(2) Milk required by the co?^n^r//.- -The country de])en(ls wliolly on the 
milk supply of its own milch cattle. In some parts as in Bengal this is 
mainly from cows, but in greater ])arts of India, cows and buffaloes are 
e.fjualiv used for this ])urpose. They supply the whole country with 
milk and all its products such as butter, glii, curd, chhamt.etv. To a 
limited extent, the milk of goats also is used, especially ior cliildreii. 
(:l) /itdes.—India holds a partial monopoly in supplying the world’s 
skins, and its sup])ly of hid<^a is also very large. The demand for these 
i.s both internal aiul (‘xtornal. (1) Meat consumed by /wdia.— The 
demand for this, as has been pointed out sibove, is limited to certain 
classes, and even among them, limited by tln*ir means. But, in tlie 
aggregate, this demand is very large. Among ordinar}’' people, the 
demand is usually for meat of goats and sheep. But among the Mus- 
salmans, wdio form about seven crores in number, and the Europeans 
iTieluding the British troo])s iu India, there is a great demand for beef 
as well. Beef is also much cheaper than mutton, (5), Dung is 
widely used as fuel, and, to a more limited extent, as manure. Its 
use iu the latter capacity needs wide extension which, however, is si 
question wholly of cheap fuel for the rural population. 

Now it is evident that the supply to meet the demands for (!) 
(2), and (5) above is joint supply. The cost of keeping up cattle 
must 1)0 covered liy the demand for their services, milk, and dung. As 
the price of dung is very low, tlie price of the other two must necessarily 
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Hq comparatively high. If there be any deterioration in quality, this 
latter will rise higher in comparison with the cost of maintaining cattle. 
The same result will accrue if the cost goes up without a corresponding 
increase in the price or improvement in quality.of cattle fetching better 
prices. 

SeconUyt the supply of (^) hides and (4) meat would normally be 
joint supply. But in India, owing to the restricted use of meat, a large 
proportion of the total supply of hides is independent of the supply of 
meat, and is obtained from carcases of dead animals. If the improve- 
ment of hides be desired, better quality of hides must be obtained from 
healthy and youthful animals. The price of such high class hides is 
much higher in the market both in and out of India than hides of worse 
quality. The world’s supply of hides is limited, and the demand for 
lejither goods is increasing much faster than the increase in the sources 
of supply. Even in India where the use of leather goods is not wide, 
the demand is increasing. It is, therefore, apparent that a progressively 
better market is opening up for hides. The profit out of this market is 
however limited by the demand for meat inasmuch as the cost of main- 
taining cattle for this purpose must be realised from the services and 
dung of such cattle during their life time which will be short, the price 
of hides, and the price of meat, fn India at present little use is made 
of meat to supply the external markets as is done, for example, in Aus- 
tralia. Any such opening up of new markets for Indian meat is bound 
to make cattle breeding for purposes of supplying meat and hides 
highly profitable. 

Thirdly, it must be realised that the supply of the services of draught 
cattle or milch cattle and their dung on the one hand and of meat and 
hides on the other is alternative supply so far as hides are not obtained 
from carcases. Even in the latter case, although it is beyond human 
control, the source of supply of one is the negation of the source of 
supply of the other. In such cases the purpose of the cattle breeder will 
be regulated by the price of high class meat and hides on the one hand 
and the price of high class draught cattle or milch cattle and their dung 
on the other. This question is very important for the future of 
India. Cattle breeding needs to be developed on a scientific basis, 
which must be so developed by special encouragement for the benefit 
of the rural population, and, with regard to milk and meat supply, 
for that of the town population as well. 

Now it is apparent that the growth of an industry is best facilitated 
by securing the widest and the best market for its output... By limiting 
the market, the price must fall and therefore discourage the industry. 
If slaughter of sheep were prohibited in Australia or export of cattle 
from Canada, the indastry of stock raising will be destroyed in those 
countries. This explains the great discontent in Canada against the 
policy of the United Kingdom to restrict its import of cattle. Indeed, 
every country in the world attempts to develop new markets for its 
produce. In India, however, a large body of people seem to advocate 
the contrary method. By stopping either export or jdaughter of cattle 
the alternative source of demand will almost be destroyed. Will this 



improve the market for cattle breeders ? If not, will this develop the 
industry ? It is often argued that the free export and slaughter lia'^e 
not improved the quantity or quality of Indian cattle. Assuming 
that it is so, will such restriction do so or will it lead to greater deteriora- 
tion of our stock ? No article, which is not perennial and needs re- 
])roduction can improve with a more restricted market, and the ]josi- 
tion of cattle in this respect is exactly tfliai of any other article which 
has to be produced for satisfying human wants. The consumer is rarely 
benefitted by hitting the producer. The latter is immediately affected, 
but, in the long run, tin; former is no less affected through adjustmciit 
of supply to the new conditions of the market. 

In the case of cattle breeding, there are certain special considera- 
tions which add to the force of the foregoing g,rguinents. To imjnove 
the quality of cattle in India it is necessary to si'lect stud bulls and even 
cows of a superior quality. Tins means importation from outside and 
selection within the country. Also to increase the number it is necessary 
to work on a large scale. Now costly exporinients witli ini]»orted or 
specially seh^cted bulls and cows require large ciq)ita] so that the cost 
of failure of an experiment or death of a costly hull may not mean the 
death of the. industry itself. Thu.s produetion on a large scide. aj)firt 
from its inherent advantagt».s, is a ueeessity for stock raising in India. 
Of course, there is a limit to the. growth in the size of this industry as 
there is in the case of most industries. In cattle breeding the need of 
special attention to individual units, of cleanlimsss, and various other 
factors fixes a limit beyond wliich an ordinary farm cannot grow. But 
this limit yet leaves a very wide scope for sucli industries to develop in 
India since their present size and organisation an^ almost insignificant. 
The nearer is the size of a farju to this limit, the gi-eater will be the 
economy and efficiency of its working and the less will be its cJnxnces 
of failure through inability to work with costly bulls and cows or 
other costly implements. Also there is less certainty in cattle breeding 
than in most other industries inasmuch as it deals with a living factor 
over wliich man has only limited control. Allowance must, therefore, 
be made not only for umiqual output fetching different prices for the 
same cost, but also for death by, say, epidemic or other causes. Thus 
the risk is greater than in ordinary industries. All these make the 
industry a special one which can succeed only with comparatively high 
profit "per unit of output. Therefore, the price must be higher in 
proportion to the cost of production than in ordinary industries. 
Further, however much man may try, standardisation cannot be cairicd 
to the same length in tliis industry as in others. TJius, the cattle 
breeder must work on a large scale, must have a couii)arativ(*Iy high 
price, and must cover his risk of loss through greater uncertainty. 

At the same, time competitive production requires to ])c assured 
in the interests of the consumers and, ultimately, in the interests of the 
industry itself. Thus only can there be a rapid increase in the number 
and quality of the cattle bred in the farms, and thus only can the price 
of cattle be kept down as low as possible. In the beginning the Indian 
market is not likely to offer as good chaiia's as it would later on. The 



reason is the poverty of the }>e.opIe wlio would not venture easily to 
work with better cattle before their incrc^ascd value is fully brought 
home to them. Tliis is a matter of time. Thus, cattle breeding in 
India cannot develop without a good market from the beginning, and 
Indian market in the beginning cannot be so very good owing to its 
shyness towards innovations and its ))ovcrty. Even looking to tlu^ 
distant future the widest marlJet is the l) 0 st stimulus to cattle breeders. 
Even if the export be not substantial, the fact of its being open and of 
the possibility of its development is sufficient to exercise a healthy 
influence on the industry itself. Therefore, any limitation of the market 
has its daiig(jrs whether it is by preventing the slaughter of cattle and 
thereby choking the demand along a i)articular line or whether it is by 
prohibiting export and thereby cutting off the external market. Thi^ 
fullest advantage both of the producers and of the consuimus can hv. 
ot)taincd only by keeping the market open and allowing free |)lay lo 
the forces of cojnpetition in the alternative forms of demand, viz,, draught 
and milch cattle and their dung against meat and hides. 

Coming now to look into the facts with regard to cattle in India 
we find that the number of cattle is not so deplorable as it is usually 
assumed to be, although the situation is far from satisfactory. From 
Table I which gives the figures for British India and the United Kingdom 
it will be seen that the number of agricultural draught uiiimals and cattle 
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including young stock is 31 per 100 persons in the United Kingdom and 
60 in British India. This is usually the comparison which is sliewn in sojiie 
publications aiming at proving India’s favourable positio]i. But apparently 
this is very misleading when we renieinber that such aniinals, especially 
the draughtanimals are almost wholly used for agricultural purposes in the 
United Kingdom, but in India they are widely used for ])urposes of trans- 
port, and tliat the pro])ortion of the agricultural to total population is 72 
per cent, in India and 6 in the United Kingdom. Thus, the proportion 
of agricultural animals and cattle to the total agricultural populatitm 
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is 80 per cent, in India and 520 in the United Kin[](doni, or six and half 
times that of India. Similarly, if we take draught animals the corres- 
ponding figures are 30 for India and 71 for the United Kindgom. Here 
the position of India is much worse than is revealed by the figures, for 
the use of draught animals for ordinary conveyance is much more exten- 
sive in India than in the United Kingdom, in Indi**! this is practically 
the only means of conveyance in rural areas. In the United Kingdom 
this is so to a much loss extent, other means of transportation having 
been so well developed. On the other hand it iiiiist be said that the 
use of cattle for meat is proportionately much greaftT in the United 
Kingdom than in India. However, this affects little the position 
of drauglit animals in the United Kingdom, which are horses and 
little used as meat. As against the use of cattle for meat in the United 
Kingdom, it should be remembered that the Unitcfl Kingdom does n^t 
depend for its meat supply on home (!attl(‘ only. There is a large 
import of meat, especially from Australia. Tlie total import is about 
£175 millions or £1 per head of the total population per annum. The 
Indian import is almost insignificant and is consumed mainly by the 
resident European population. The Indian import of canned and bottled 
provisions— 'which include other provisions than meat— is only £40,(100. 

Again, the percentage of milch cattle to the total ])o))u]atioii is 21 
in British India and IG in the United Kingdom. The position of 
India seems to bo better. But it is to l)e noted that the yield of milk 
per cow in India is loss Ilian one-third of that in the United Kingdom, 
also the period of lactation is less in India, just as the dry period is longer; 
as against this the cost of maintenance is also less in India. Besides, 
there is a large import of milk and its products or substitutes into the 
United Kingdom from ('anada, Denmark, Switzerland, Norway and 
Holland. The total import of butter, clieese, lard, margarine, and 
condensed milk is £08 millions per annum or about £21 per head of 
the total population per aiiiiuin. 'Plie Indian import is only £19,000, 
consumed mostly by a few rich people. 

The percentiige proportion of the number of draught animals used 
in agriculture to the total enltivated area in acres is 25 in British India and 
0 in the United Kingdom. The position of India in this respect is much 
better than in any of the above comparisons, although it is not so good 
as the figures would seem to indicate. Because, in the United Kingdom, 
horses are used in agriculture, which are better suited for, and can do 
f] nicker and better work than bullocks in agriculture. Also, up-to-date 
implements and machinery arc used in the United Kingdom, while 
India works with an age-old primitive system. \et it should be said 
that the position of India in respect of its number of draught animals 
available for agriculture is bettor than what is usually represented, even 
when we make proper allowance for the wider use of them in ordinary 
conveyance than in the United Kingdom. In this connection Table 11 
showing the numbers of persons, cattle, and sheej) per one hundred 
acres of total arcaSvill be of interest; this compares British India 
W'tb sonje of thci European countries only. In the number o| 
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Table II. 

Per one liuiidred acres of total area. 


Countries. 

Persons. 

• 

Cattle. 

Sheep. 

British India 

.. 33 

20 

7-6+ 

Austria* 

39 

12-4 

3-3 

Belgium , 

104 

25 

— 

Denmark 

28-6 

26 

6-4 

England 

106 

16-3 

42-7 

France 

30 

9-6 

9-5 

(lennany* 

‘ 49 

16'3 

4 

Holland 

76 

26 

10-6 

Hungary* 

26 

7-7 

8 

Ireland 

21-6 

24 

17'7 

Italy 

49 

9 

16 

Scotland 

25 

6-1 

37 

Switzerland 

38 

14-6 

1-6 

Wales 

43 

16-5 

78 


* Pre-war figures. t Including goats. 

cattle India’s position is fifth, while in density of population it is very 
much less. This makes the position of India comparatively bettei*, 
as also the fact that only one-third of the total area of India is under 
actual cultivation ; the proportion is very much liigher in most of the 
countries mentioned in the above table. As against these wo should 
set the fact that the proportion of population dependent on agriculture 
differs considerably, being about three-fourths of the total in the case 
of India. 

I[ we take the case of India alone and look to its position during the 
last twenty years or so, we find that the picture is certainly not so dark 
as it is sometimes depicted. Usually it is said that export of cattle 
should be stopped ttf retain sufficient cattle for home use. But the cry is 
born of ignorance of facts. The normal export of cattle from India is 
less than 2 per 10,000 heads of cattle, that is, 0*02 per cent. It may be 
said that, although the number is small, yet some of the best cattle are 
thus exported. If it be so, it should be considered whether such cat! le 
would be raised at all if their export were stopped. The chance of their 
use within the country will not be increased by stopping their export, 
thereby stopping their raising, but by popularising them by experimental 
use in India and proving that their extended use will be economic in the 
long run. The case of sheep and goats is similar, although their expoi t 
is more extensive than that of cattle. The normal export is 34 per 
10,000 heads, that is, 0*34 per cent. Certainly the amount is not such 
as to create alarm even if stoppage of export were an effective remedy. 
In this connection it will be interesting to compart the export of cattle 
from India with that from Ireland whose position in this respect is very 
much allied to that of India, Table III shows pre-war figures whicJi 
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Table III. 

Tof.ivl cattli;. Nuinb(U' (i.xporlud Percentage of 

(OtM)). (000). ftxjwrfc to total. 

. 113,200 .32 002 

5-000 015 19-0 

» 

p«8t-wai‘ ojUIo cx|M»rlj of liulta lias considerably diniinishcdt 
have boon taken to avoid tlui olTi'ots of Irish politiful coin|)lications of 
recent years. In lOM India exported 0*02 per oonl. gfits total cattle, 
whereas Ireland exported .10 per cent. 

Nor has the increase in the number of cattle in India been very 
unsatisfactory. I do not mean to say that the kdal number is adequate, 
but the increase is assuriiij^ as will be soon from Table IV. The increase in 

Table IV. 


1011. 

British India 
Ireland 






Percentage 

Incrcasi! of 

In millious. 

190(1. 

1910. 

1920. 

1910 oil 1900. 

1920 ou 
J910. 

'Potal population 

. 232 

211 

217 

5 

1 

Agricultural population . 

. 151 

109 

178 

12 

5 

Total livestock 

. 137 

174 

209 

27 

20 

Bovine (includina bulTa- 

87 

119 

J19 

37 

25 

locs) 

IJvine (sheep and goats) . 

. 17 

52 

50 

II 

7 


total population from 1900 to 1010 and from 1910 to 1020 has been 
oand I per cent, respectively. The curresjKaiding ligiires of increase in 
agricultural jioiiulation is 1 2 and 5. At the. same t ime the increase in total 
livestock has been 27 and 20 per cent., in cattle it lias been 37 and 
‘25 per cent., and in slice p and j^oats. 1 1 and 7 per cent. Therefore, the 
increase in cattle is much greater than the iiiciva.se in agrienliural popu- 
lation, and very much more Ihan that in the total population. As the 
number of cattle or drauglil. animals per head of jiopulation is less than 
one and as the proportion of draught animals to total cattle nniains 
practically tlie same, a more rapid increase in cattle than in agricultural 
population means a pro])oriioiiately grf*ater increase in the number ol 
cattle per liead of agricultural pojmlatioii. Thus. India is gaining and 
not, as it is often staled, losing ground in res])ect of its siipjdy of cattle 
or draught animals. Not tliat the conditions as tliey exist arc satisfac- 
tory but that the movement is in the right direction, as it is not in so 
many other directions, and requires to be accelerated. Any attempt 
to lower prices by reducing the market by proliibiting either exjiort or 
slaughter is almost sure to retard this progrcs.s. Means should lx* de- 
vised to encourage immediately and remotely the industry ot stock 
raising in India. 

At the same time provision should l)e made for keejiing uj) the 
improved quality of cattle when these have spread widely in India as 
also for improving the existing stock within the country. For 
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fchis ])urposc, pastun*. lands should be provided, and proper care takeh 
to develop such lands. The present tendency is unfortunately against 
this. Common pasture lands in and near villages are being steadily and 
rapidly converted into cultivated lands. This short-sighted policy, 
])ursued practically throughout India, has its inevitable reaction gn the 
(piality of cattle as also ultimately on their number. It will be seen from 
Table V that, in ten years, the increase in the net cropped 

Table V. 

Complete figures are available only since 1907-08. 

In thousands of acres. 



1908-0l>. 

1913-14. 

1917-18.* 

ilrca under forest 

82, '189 

82,623 

86,925 

Area not available for cultivation . . 

157,039 

117,109 

142,783 

(Cultivable waste other than fallow. . 

113,060 

115,587 

111,485 

Fallow land 

5,153 

52,620 

48,466 

Net area cropped 

218,040 

219,192 

227,848 


area is less than 5 per ccjit. Bub the area not available for cultivation 
and culturable waste other than fallow has decreased. Tin? latter is 
ratherimcertain in its movements, and its decrease is also small. The 
former has decreased by about 10 per cent, (about 15 million acres). 
This area should usually increase with the growth of population and the 
need of habitable accommodation. The increaije in the net croppcjd area 
(about lOmillions) is not explained by the decrease in fallow land (1 *7 mil- 
lions) and in culturable waste other than fallow (1 '5 millions). At the same 
time tlie area under forest has increased (4*5 millions). During the 
same period the total area by professional survey decreased by about 
three million acres. Thus, some of the area not available for cultivation 
has been converted into cultivated an*a and finest. Tlie portion 
of the former, which can be conveniently transferred in that way, is the 
pasture lands which are more fertile than other parts of it, and therefoic 
can bo converted cither for cultivation or forestry. This confirms the 
impression of those who have travelled widely in villages, and seen the 
complete disa 2 )pcarance in some and great reduction in most localities, 
of the common pasture lands for the cattle of rural India. 

As against tliis it must be noted that there has been a substantial 
increase in the quantity of fodder crops. From Table VI it will be seen 

Table VI. 


In thousands of acres. 
1907-08. 1913-14. 1917-18. 

Lands growing fodder crops in India. . 4,908 5,910 8,194 

1917-1818 taken because 1918-19 wai a famine year, and 1919*20 and 1920-21 
were alau abuoiuiui. 






that more cultivated lands arc producing fodder crops, the area having 
increased by 67 per cent, during the ten years for which complete figures 
are available. Of course, fodder is obtained from various other sources, 
for example, gardens and orchards, fallow’ land, by-products of substan- 
tial crops, etc. Yet the need for pasture lands is not less for tlie healthy 
growth of cattle, and measures should be systematically taken to pro- 
vide for such lands where they do not exist and to increase them where 
they are insufficient, because the health of cattle will improve by o])cn 
air grazing and by fresh food on the pasture lands as also by tlic regular 
exercise which they will receive in grazing on such lands. 

To conclude then, it appears that India should give attention to 
the improvement of the quality of its cattle first and to the increase of 
their number next. To achieve both it is vitlil that not only the mar- 
ket, home and foreign, for services, meat, and hides should be kifpt 
open, but that it should be extended by all means in every direction 
in order to encourage rapid development of the industry of stock raising. 
By this means alone can the quantity of cattle be increased, their quality 
improved, and their prices kept low. In order to keep up the quality 
when improved cattle will be used in India, as also to support a larger 
number, pasture lands should be provided in all convenient localities, 
and fodder crops raised only as a coinj)etiiive crop. If the value of 
India’s cattle increase, higher prices will be paid for fodder, and it will 
be raised in competition with other crops. The value of cattle can be 
increased not only by improving the quality but also by finding new 
use for them. In this respect the use of dung as an excellent manure 
needs to be made widely known ; but this is more or less a question of 
providing cheap fuel to India’s rural population. Finally, the situation, 
especially as to the number of cattle and their increase, is not desperate 
as some people imagine. The progress is going on in the right direction. 
What is necessary is to accelerate the pace of progress, and organise the 
industry of stock raising on purely business principles. In this attempt, 
the Government of the country will have to play an important, 
perhaps a leading part, although not in the direction which the advocates 
of prohibiting slaughter and export recommend. 



DISCUSSION ON MR. PRAPHULLACHANDRA BASU’S PAPER. 


Mr. Calvert said lie desired to compliniejit the writer on the way 
in which he had handled a difficult subject, and said that he aj^rced with 
most that the ])aper contained. The one thing they must realise was 
that there were too many cattle, .in India. In any country the tendency 
wtis for the number of cattle to increase up to the limits of the food 
supply and the one method of improvement was to eliminate the surplus 
cattle. Otherwise they were sure to deteriorate in quality through want 
of sufficient food to\suj)ply them all. He referred to the part played by 
religion in the matter of the elimination of catUe in India, and said 
that in this res])ect there must be a change of sentiment if they 
wanted to improve the breed. He next objected to the system of 
thf common grazing grounds. This, he said, led to the mixture of good 
cattle with the bad and led to a deterioration of the general breed. 
The use of private grazing grounds is essential. In conclusion he said 
that so far as cattle were concerned the great ditlerence between India 
and Europe was that in the latter they venerated the cow as a species 
whereas in the former people venerated the cow as an individual. He 
pointed out that in places where lilohammadans preponderated the 
cattle were generally of a good breed because the iisidess and surplus 
cattle were eliminated and there was sufficient pasture for the rest. 


4-15 P.M.— •Members attended an “At Iloiiic given by Sir John 
and Lady Maynard at their residence in Lawrence Koad. 



Fourth Day :-PRIDAY, JANUARY 19 th, MORNING SESSION. 

NECESSITY CESSATION ZONE AND ITS SIGNIFICANCE 
IN THE THEORY OP VALUE. 

By B. G. Bhatnagar, Rsquiue, M.A., F.S.S., Lecturer in Economics, 
University op Allahabad. 

According to Iciulijiijf ecojionusts a^eoiuinodity is said to liave in- 
elastic dciuaiid if a fall or riso. in price causes very little or inappreciable 
change in the quantity that can he sold. J sliould not be very far from 
the truth if 1 wtire to say that as the term demand is always thought 
of with reference to a uuirkct, whicli according to the*late Professor W. S. 
Jevons, is best defined as a group of buyers in active and uniform 
comp(itition with each otlier, so the term inelastic demand should also 
always be understood with reference to one and the same set of persons, 
in active and uniform conqietition wii h eacJi other. To this prelimin|iry 
qualification we may add one more and say that the conception of elasti- 
city or inelasticity of demand sljould not be interpreted in that narrow' 
way which has been adopted by Dr. Mai-shall, while defining elasticity 
in these terms. “ The elasticity of demand in a market is great or small 
according as the amount demanded increases much or little for a given 
fall in price, and diminishes much or little for a. given rise in price. 
Although this definition is in perfect accord with t he generally accepted 
definition of the term dcw?aw(/,yetitseeinstobeinorc desirable to extend 
the id(*a of daMieitij from the changes in quantity demanded due to the 
changes in price to the (dianges in demand prices due to the changes in 
(piantity offered for sale also. This is necessary because it is only when 
wo extend our conce])tioii of elast.icity in t his way that it becomes more 
or less approximate to tfie actual facts of life. This fact has been very 
well recognised by modern economists in the draw'ing up of demand sche- 
dules, and by J)r. Marshall in his definition of the Imv of Demand, 
Here demand is interpreted not in its narrower sense wdiere it only means 
quantity that finds sale at a certain price in a market but in its wider 
sense where it also iiicJudcs tlie price that buyers will offer for a certain 
quantity. It is the only correct way of looking at demand, because 
there are two ways open to t he suppliers to influence the market. Either 
the suppliers may increase or decrease the quantity oRered for sale, 
and we may be asked to notice the change in the demand price, or the 
suppliers may increase or (h'.crease the price per unit of a commodity, 
and we may be asked to notice tlio change in the quantity that will be 
sold ; and it is for the demand sid(^ to notice eJianges in both tJie 
cases. 

THE NECESSITY CESSATION ZONE. 

Conception of inelastic demand extended in this way, though large- 
ly true, is yet incomplete because it loses sight of a very important 
point that came to me last year wJien I was taking the M. A. previous 
class. For every commodity for whieli demand is inelastic there seems 
to exist a maximum quantity and a minimum quantity which is essen^ 
tial for the consumption of a given set of people. The difference between 
the maxJmiim alid the minimum necessary for the given i)()pulation is 
very little and is inappreciable for perfectly ineljistic demand eommo- 
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dities. If we had a commodity for which demand was perfectly inelas- 
tic then the points of maximum and minimum demand would coincide, 
but as a general rule we have not got any such commodities, and the 
difference between elastic demand commodities and inelastic demand 
commodities is only of degree, and for most inelastic commodities we 
can say that the distance betweqn maximum demand point and minimum 
demand point is very little. If we agree to call this distance between the 
two points as tlie necessity cessation zone, then we would find that 
changes in the price and quantity are sudden above and below the 
NECESSITY CES8»ATION ZONE, and are not very marked within it. 

Let us suppose that ])eople in the city of Allahabad which we may 
take, for the sake of argument, to be isolated, requires 10 maunds of 
salt per month at the maximum and 9 maunds at the minimum. Now let 
us take the case where supply is less than the NECESSITY CESSATION 
ZONE, and study the behaviour of the price. 

SALT. 


Quantity offered for sale. 

Price per seer. 


As. 

8 maunds . . 

10 

8i 

n 

9 „ 

9|\NRCESSITY CESSATION 

10 „ 

9i| ZONE. 

11 „ 


12 „ 

7 

13 „ 

5 


So long as the quantity increases up to the Necessity Cessation Zone 
the fall in price is very little, but beyond that Zone the fall becomes rapid 
and ultimately precipitate. This is well illustrated by the graph A, 
Taking the opposite case where the quantity begins to decrease 
from above the Zone dowmwards, we should find something as below — 


SALT. 


Quantity offered for sale. 

Demand price per seer. 


As. 

14 maunds . . 

3 

13 „ 


12 „ . . . . 

3| 

11 „ 


10 „ 

4i [necessity cessation 

9 „ 

c 1 zone. 

8 „ 

8 ' 

7 „ 

11 • 
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Here also we notice tliat so long as the quantity oflered for sale is 
above the Zone, rise in price is not violent or sudden, but wlieu it begins 
to lall below the Zone, the rise in price boccuucs v(*ry much marked. 
This is very well illustrated by the graph B. . 

We may now begin tlie otlier way wIkuc the scdler induces change 
in the price, and start from a state of alfairs where the price of sal t 
atands very high and then begins to rlacrease. Under these rircum- 
stances we may expect some such movement as follows 

BALT. 


Price per seer. 

• 

Quantity sold. 

1*2 annas 


V 

8 maunds 

11 n 


n 

KU „ 


10 „ 

10 „ 

•• 

H 

0 


Hi 

8 „ 


lU .. 

7 


11 ,, 

Hero the ehangos in the quantily sold ])rofliice(l by change* in price 

are different, and we find ji 

fairly rapid rise in the quantity st)ld up 

to the higher limit of the Zom* 

as price goes on I'alling but a very imiyqHv* 

eiable change above that. This is illuslrated by the graydi C. 

Taking the other case wher<* price ))egins to rise from a low point 
wo would expect, some such movement follows 


SALT. 

Price per seer. 


Quantity sold. 

6 annas 

• • 

12 maunds. 

fij )> 
fii „ 


H 

loi 

7 


10» 

8 ,, 


10 „ 

9 „ 



10 ,, 

. . i 

0 ? ,, 

11 „ 

.• 1 

•hi »» 

12 „ 


Oi 

LI ,) 

1 

•0{ :» 

. 1 n , 1 ■ C 1 1 r# 


Here t,lie decrease in the quantity up to the first line of the Zone is 
fairly marked, but Iwyond that it gws on gettin<; less and less marked. 
Tins is illustrated by tlie graph 1). 
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The usual graph and schedule do not bring out all these peculiarities 
of the inelastic demand, as no account is taken of the NECESSITY 
CESSATION ZONE. However I believe that if the above method of 
exposition of inelastic demand were adopted then it would throw much 
light on tlie modern theory of value, and help us a great deal in explain- 
ing many {in important case of the determination of ratios of exchange 
in the market. Thus at present we only recognise that if the demand 
for a commodity is inelastic a rise or fall in price influences tin* quantity 
to be sold very little. But this is not the whole truth : Becognition of 
the existence of NECESSITY CESSATION ZONE would tell ns many 
things more. To begin with it would help us in finding (mt the tnu* 
behaviour of rise and fall of prices, when the (juantitics oflen‘d for sale 
are below or above or within the Zone. It would toll us that Wwy wc>uld 
be different for the three cases. It would further help us in understanding 
more accurately the behaviour of quantities demanded at different 
prices asked by the sellers, as these prices lKvp|>en ro be demanded tor 
quantities above or within or belosv the NECESSITY (CESSATION 
ZONE for a certain commrality. 
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DISCUSSION ON MR. BHATNA6AR*S PAPER. 

Mu. Buatnagau su|)|)Io.iimut.(*(l liis |)a[K*r and said that by IImj 
** ncctissifcy wssation zoik*, ” ke mcaiit that lor every commodity thcTO 
existed a maximum quantity and a minimum quantity which was 
essential for consumption o[ a given sgt of people and this difl'erence 
lie called “ tJie. necessity (;essation zoiie.^’ lie tlien explained by nutans 
of graphs that in the (;aso. of salt so long as the quantity increased up 
to the newssity cessati(ni zon<i the, fall in prices was vmy little and that 
beyond that zone the fall became rapid. He also e*xplained the rela- 
tive rise in prices when the quantity oilered for sale was above or below 
tliis zone. 

■I 

Mu. JnvoNS in welcoming this ])a|Mir as treating of a very importeiit 
l)ranch of Economics regr(‘ttod that, the subject was not more fully ])iit 
before them. He pointed out that t-he ligures given in the ])atM.‘r were 
of a deductive nature and based perhaps on mlrospection and not 
on statistical cvidejiee. He recognised iJui difficulty of obtaining 
statistical evi<len(*e but said that in tlu^ case of salt the necessary data 
were obtainable, as tlie (lovernment controlled the whole supply. He 
said that he considiMvd that the shape of the demand curve given by 
Mr. Bhatiiagar was correc.t for the salt which, was consumed by people, 
omitting what was used for cattle and for industries. In ronclusioji 
he desired the rea,der of tlie |)a[Hfr to collect more reliable figures from 
*stal/istics and make*, liis investigations as to how the demand curve 
really ran. 

Mu. MYViKS said that afU'r hearing the explanation given l>y Mr. 
Blnitnagar li<'. did not think that much had been added to MarsliaH's 
treatment of Demand and Mlaslieity of Demand. He conskleivd that 
it would lead to givat confusion to extend tlw* term “Elasticity fd’ 
Demand” as was suggested ly the writer, and in support of this 
view com]>ared the delinitioMs of the Law of Demand as given by Mar- 
shall and by Chapman. 'Phe birmer he considered tlie. better in that 
it <lid not introduce tla^ ipuiiitity olTered lor sale. Me also lelt that 
Ml*. Bhatiiagar liad not sutruae.iitly disliiiguish(ul between cliauges ol 
deimuid umhir statical i-onditions, i. (*., in response to changes in jirice, 
and changes of demand under dyiianiieal conditions, i,e., wlimi the, 
eircmiLstana's alTe<*.ting the, diMiiand had changed. He concluded by 
saying that if tlu*, ligures given had lx‘cn tin*, actual figures, tla* results 
would liave bemi most interesting. 

Mr. BhatnagaR in reply to the eritieisms said that his pajxT was 
worked out on a deduiitive basis and that he could not get at act.ual 
figures. He knew the paper was not perlect. He, Infuight it befowj 
the Association only that lie might derive inspiration and that he, might 
benefit by the suggestions tliat would made at the Conference. Jle 
promised to try to^ obtain actual statistics and work out the results. 
In concliLsion he thanked the members for the very valuable criticisms 
and suggestions. 




THE INDIAN CHAMAR. 

By B. L. VAJi‘AyKi5 Bhlmpure, M.A., Pbofbssor ofKconomics, 

ViOTOBIA (’OLLEGE, IaSHK^R, (UvALIOR. (!. I. 

in a small low- roofed kuclicha house almost always siii^hi-storeyed, 
coufcaiiiing one room in the majority of cases, and sometimes t wo roojiis, 
tliere lives the Chaniar — the shoemaker of Indiit, AvitJi his fajiiily 
consisting usually of himself, liis w-ife, and twf) or three ciiildren and in 
a few cases tlu*. old jjarents. 

His house, is much elcaiier than he ajid tlie members of Ihs family, 
ilis usual and hereditary industry is the making of shoes of the Indian 
type. From time to lime he has also to supply labour in Bcgj'ir. lie has 
to carry the dead bodies of cow, o\, butfalo and such otJier animals for 
which he receives an anna or two besides the hide which he euros hini- 
self and uses for the s(»les in his industry, lie is usually immobile ami as 
a conservative sticks to his own ancestral industry. His standard of 
living is ridiculously low. lie takes his food twice a day but often half 
meals. Jiiar or bajra. pulses, salt, turmeric and f)ep|H‘r and sometimes 
some cheap vegetable form his food. It is only on ceremojiial occasions 
that he tastes ghee, gur and oil. The fuel for cooking his food is usually 
supplied to him by his young on(*s who collect cow and horse dung and 
pieces of dry sticks and grass in the stnnds. A worn-out and dirty 
kurta and e(]iially dirty safa and dlioti form his dress, fie does not take 
Ilis batli ilaily for want of clothes. Ills children wash tlieir faces fKjrJiafis 
once a fortnight and are very dirty to look at. Tlie surroundings of 
Ilis house arc very unhealthy. He lias no power of seeing into the future 
perluijis because he is illiterate, does not know tin* be.nelits of tlirift 
and ])ossibly because he has never been told these things. He is in the 
majority of cfis(*s a drunkard. The leinales JieJj) liim a deal but Jiis 
ciiildren are all vagabonds and good for nothing. The grown-u]) boys 
take to the repair of slioes in the streets and sometimes to t he doing of 
other unskilled works such as the carrying of stones and other heavy 
things. 

IJi^ Indmlri/, 

8ho(?s of the old liidian type which the ( -hainar makes iisnaJly require 
raw hides {chami) of buffaloes for the purpose of making tJie soles. The 
skins of sheep and goat are used for the up])ers. The price of the buffalo 
charsa in Lashkar, wliere I have conducted an economic survey into the 
life of some eighty (/hamars Jiving a corporate life in a groii]> ()f twenty- 
nine houses, is from four to si.v rupees and t hat of tJie skins six annas to 
two rujiees. He colors the cliarsas. oils them, and after washing them 
finally uses them in his industry. From tlio two ])reparod charsas he 
then cuts the sol^s and the up]»ers. Women tlien take up tlie uppers and 
adorn them with imitation lace called Mahailoo, Tlie up])ers are then 
lined by the females. The males prepare the heels and press the soles. 
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Tin; yoles, tin; liools aud tin; uppers am tlioii sewn togctlier sometimes 
with leather and oft(m witJi twined tiireads vvliicli is usually run over 
with wax. One pair of shoes is usually prepared in one day of some 10 
hours. He works from morn till eve but never at night except when the 
demand for shoes during marriage days is very great. He prepares only 
two kinds of shoos (i) plain and Jw) ornamented. The former are iiiori; 
durable. He often puts in riflfraff into the soles of the ornamented 
shoes. 

The various instruments required for liis industry are (i) sumfm 
for driving thread Or nails inside, (ii) ranpa for levelling and softening 
the surface of the soles, (tu) ranpi for cutting the leather and (iv) majJiola 
and (i?) Jeatanni for sewing ; besides a slab of stone, and a small long 
piece of wood for sharjieuiog the instruments and helping the process of 
sewing res])ectively. He makes use of no machinery whatsoever. (A 
few Chamars have however taken to the preparation of shoes and boots 
of the western type, in the making of which they certainly do use 
some simple machines). 

From one cfiaraa he gets material for six jjairs and the cost of thread 
and lace is two to four annas. Approximately therefore th(; cost of 
production excluding the wages of a Chamar is Rs. 1 -d-O and a pair is sold 
these days for two rupees. He thus earns twelve aunas per diem whicli 
for a family of live and an indebtedness of about GO rupees is quite 
insufficient. 

His socw-economtc coiidiliotL 

He is Hindu by religion. He remembers Ram before beginning liis 
work and before taking Jus food. He also worsiiips tJie sun. In or 
about his house there is sometimes a very small so-called tom|jlc of a 
Hindu deity. The marriages and other ceremonies are all performed 
after the Hindu style. Some of the (Jhamars worship ou Thursdays 
the Mohammedan Sayyad Wali always kept in a niche. Most, of t hem 
perform the worship of Satya Narayan on which occasion many of the 
caste-fellows arc sumptuously fed. Except on (icnmionial and loligious 
occasions feasts are not held because the majority of them has to borrow 
to |)erforiu these feasts. Most of them take their food often on the. 
dirty stone required in shoe-making. He is (juitc ignorant of the laws 
of sanitation and hygiene. He does not pcrliaps laiow what k;- 
creation and leisure mean. Teiuperate doses of whie on some days juiglit 
therefore justifiably beallow'ed tohim as affording him relief frojji his 
exhaustion and making him forget his otherwise uudosirable, pitiable 
and even lamentable lot. 

• 

Early marriages are performed as a rule, Thei’c is no widow marriage 
among them although a widow can live as a wife; with any man of the same 
caste. This is known as Natra or Dharicha. In my recent survey I 
came across a four years old wife. 

He has no other capital with him except the house which is often 
owned and possessed by the occupant, the simple implements required 
in bis trade, some silver oruiiiments of the value of twenty to thirty 



rupees, one or two I)rasR utensils and sonietinios a pair or two of ready 
made shoes. In tiiiu^s of (Miier^eucy he lias always to look to the 
Bania. 

The winter days an^ porliaps the worst for him because in a very 
small room the whole lamily has to He down in the midst of things dirty 
and offensive, lie has almost nothing to cover liis body with except 
a patch-work of worn-out and cast-off elftthes. 


Ilorhonlal ami vrrficMl mnl)ilihj. 

Tile ties of conserva.tism are j^ettinj; loose and a Chamar is now seen 
working as a jinrt(!r (llammal), driver, builder, sculptor, contractor, 
cloth-merchant, etc., but never as a confeetlom;r. 

The recent fall in the price of micessaries (d life has certainly bene- 
fitted him for his wagi's which do not lluctnate so (jniekly as prieos'do 
liavc not fallen in conse(|U(Mice of the fall in ])riees. llis real wages have 
thus increased. Rut his iinpnivident, sjiendthrift and driuking habits 
cannot allow him to make a prosier use of this imwirned increment. 

///.S' PanchvjaU 

Every Chamar is by virtue of his caste a member of t he Pancliayat. 
Tlie I’aneli are liowever (*Ieeted. The system of (‘lection tlioiigJi riidi- 
meiitary and inip(M*feet is yet followed in princijile. An elected P’anch 
works as such for his life. He can however lie disqualified but for very 
serious breaches of the laws of morality, lie does not go to the court 
except for cases which do not come under the jurisdiction of the Pan- 
eluiyat. It is not the nature of the case nor the nature of the plaint but the 
wisli of the plaintiff and the deffuidaiit that dc^termines tfie jurisdit^tion 
of the .l.\iiicliayat. Suits of civil, criminal and religious nature are all 
tried by the Pancliayat. The award of the J^mch which is arrived at 
a.fber long and free discussion in which ell the members take part (femalevS 
are not eligible for memliership) is final. There is no appeal from it. 
Tlie award tak(>s the form of (i) fine of a few annas or nipcyes according 
to the status of the defaulter or (//) HuJekapani Band which is ex-com- 
muiiication of the defaulter from smoking from the same and join- . 
ing the caste-dinner. If the amount of the fine is substantial a part is' 
utilised in giving a feast to the caste peojJe and a small part goes to 
charity. If tlie amount is small sweets and charity are the rule. 

Some of tlic Chaniars have, under the aegis of their Pancliayat, 
begun to sign a bond on affidavit, promising not to take wine at all. 
This is often broken after a. period of four or five months. Yet this is 
an auspicious beginning. 

Some rich Chamars have also begun to dedicate and set apart a small 
yet commodious Iioiise for the use of tluiir caste-fellows. 

SnggcMions In better liin loL 

L(\gis1ati(m is *ot likely to change his lot for the better. Co-opera- 
tion aiid education are the (Jiily two things to solve the problem of 
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Chainars in particular and that of labourers in general. Co-(>])erafcioii 
does not in his case 4ncan the establishment of a cnMlil. biinlc or pundniser's 
stores. He has simply to be. advised to |)urchase togotln*!* with others 
his tobacco over whicli he spends half an anna per day, the thread, 
kM)(Uloo. and charsas for his industry, l^his will give him the profits 
of wholesale ])urchasing. 

In order to bring him on to*the habit of thrift a small box might be 
supplied him and he might be advised and brought round to decide 
to lay by unto that box one anna from the sale price of every pair. It has 
often been seen that he drinks away the whole of the producer’s surplus. 
To wean liini from the evil habit of drinking, early marriages, in- 
sanitary and ugly ways of living and also to increase his efficiency and 
raise lus standard of living the intelligentsia should create opportuni- 
tie^of mixing with him frequently and should relate to him stories from 
the llaiuayana to enlighten him and make him feel that he is one of 
us and with us. He cannot and should not be left behind in the economic 
advancement of India. It should also be the purpose of such visits to 
tell him the ways of living clean and decent and the advantages thereof. 
For example, it has been found that the (children of the (.’hamar often 
wash their hands with the w^atcr with which the charsa has been cur(‘d. 
The nails, the eyes, the teeth of the children are dangerously dirty. I 
announced to the 11-1 children of the Chamarghar of houses that 1 
would distributo sweets on a certain day only to such children as would 
be found keeping t heir faces, eyes and teeth clean. To my astonishmejit 
I found that on that day .*10 cliildren were all ready to receive the sweets 
with their clean hands, nails, teeth, etc. 'riiis shows that the (liamars 
arc living in ignorance and stand in need of an informing im])etns. 

Like all other labourers they have no regard for their word. Along 
with the starting of Insurjince Funds 1 shoidd like to suggest the start- 
ing of a Damages Fund for every corfK)rate group of labourers. 'Plu* 
Ohamar, for example, takes an anna or two as earnest money and promises 
to supply the shoes at a fi.xed hour on a fixed day. But like most commer- 
cial and industrial dealers he oftfui fails to kee]) his word although he 
knows that liis brother who is true to his word has been prospering very 
quickly. The Dainagos Fund is to be under the supervision of the 
Panchayat and every producer who fails to .supply the commodity at 
the promised hour should b(\ required to contribute a small fine. Tl^(^ 
amount thus collected may be. awarded as a prize, to those that are true 
to their word or be returned in a larger proportion to such of the dtfaul- 
ters as have corrected themselves. This is likely to raise the commercial 
morality and consequently the goodwill of the producers in general. 

Agents of Labor Bureaus should try to inform the Chamar and other 
laborers of the existence of factories in and about their places, the nature 
of the work done there, the rate of wages obtainable there and the 
op?)ortunitv and environment advantages. 
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DISCUSSION ON MR. VAJPAYEE BHIHPURE^S PAPER. 

Mr. Bliinipurcrcad liiis jjaiKu-. 


Mr. Kumaiiaswami waiifiid to know liow ilic Cliaiiiar can 1)0 brought 
to the habit of laying by soiiu^ iiioiioy ar;Mr. Bhiinpinv suggested when 
in another jiart tlie writer said tliaUJiV Chaniar “earns twelve aJinas 
per diem wliicJi lor a. lainily of live and an indebtedness ol about lls, 60 
is ipiite insuliieieni.'’ As regards eo-operatioji he, explained that the 
attempt nnuhi in this iliri‘.etion in the i\ladriis Presidimey proved a 
laihirc due probably to tlu* conservativ<^. habits of the Chamars. Re- 
ferring to a Damage Fund Ik*, said it would not work properly as it was 
not ])o.ssible to w'eld all the Chaniai’s tr)gethm‘ oven lor ordinary produc- 
tion on a large scale, and this fund would act advei-si'ly on the abilAy 
of subsistence. 


Mu. Kalk said that- the O'lnedies suggested fo inipiove the eniidi- 
tions of the Chamars and t he dilHculties to be eneoniitercd in connection 
therewith went to show tliat it was not possibh* !(> reconstruct on tlui 
old corporate tmideneiesof Uk! people about wliieli so much, was talked 
by Mr. .Mookerji t wo days ago. lie also pointed out l.hat the diilicul- 
ti(‘s mentioned in this jmfXM’ in ivgard to the amelioration of the condi- 
tions of the Chamai’s were common ditlicullics cxperi<*nced in the case, 
of almost all handieraltsnien and that what applied to Chamars applied 
also to weavers and other classes of workers. Their outlook was narrow* 
arul unless this was w'idened there was no j)iospect of improving their 
lot. lie said that a change should conn* in tlie social system, lu 
regard to starting co-operative societies fur t hese |HU)pl(» he agreed wil h 
j\lr. Jvumarasw'anji ill saying t hat they would iiot-si'rve tlu^ purpose as 
they cannot work as mem hem of ;i corporate society. He suggested 
that the one way of i mp roving them socially, morally and economically 
was to divert them to new indiLslries. 

Saudar Pritam SiNcjn pointed out that any sudden change, in the. 
standard of living of these people, liy diverting tJiem to other industries 
would allect tlu*m adversely and suggested for the consideration ol the 
Conference a middk* course, namely, that of distributing power in a 
maniie.r that might reach llu^ homes of these people, who worke.d in 
cottages, and thus slowly bring about indiislrialisiii. 

Mr. jSoDRir.VAS said that no dillercnce. was made socially among the 
Brahman Sikhs against the Ohaniar and that all who were baptised in 
Sikhism were socially equals. He also said that the. Chamars of his 
religion worke d in thi^ same manner as zamindars and were earning tn«r 
incomes in a decent maniM*]’. He concluded that the solution of the 
difficulties raised in the t)aper consisted in raising the social standard of 
life of this class of people. 
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Mit. Tukvaskes said tliat in ilic Punjab co-opcraiion was doluj^ 
g()(id work in tk*. niattcc of ameliorating the condition of these classes, 
especially in the lloshiarpur and Lyallpur districts, lie also jminted 
out that as a result of the working of three Christian societies in Ciij- 
ranwala the Olianiars had given up the habit of drinking and 
gambling. 

I 

Vajpayick Bhimpure in reply to Mr. Kiimaraswaini said that 
tlu‘, Cliainars on certain occasions did earn more than what they required 
and were in a position to lay by something. lie also explained how by 
|)ei'sutision he was able to make them lay by lour annas a month. He 
then said thiit tlie object of his ])aper Wiis to show that it was not ])Os- 
siblo to raise them unless they went to these |)Coplc and tried 
to improve their lot. The Chamars, he said, were in their jnesent posi- 
tion owing to ignorance and want of education ynd were ca|>able of 
improvement if lectures w'(jre held for them on questions of cleanliness, 
decency, sanitation, thrift and so on. 



FACTORY LEGISLATION AND ADMINISTRATION IN THE PUNJAB. 

By W. H. Abel, Inspector op Factories, Punjab. 

(In the absence of the writer, this pa^er was read by Prof. Myles.) 

Legislation to ])i*ot^.et worlcors in factories withoiil unnecessarily 
hindering and hand i cap] )ii]g industrialists is a (| nest ion olTering much 
scope for a diversion of opinion. Tlie many angles of vision taken by 
administrators, producers and workers create midless discussions, all 
of which should tend for better legislation aiul gieat(*r tdliciency. 

Whilst factory legislation should for many reasons bo as uniform 
as possible, the peculiarities of each province must bo taken into consi- 
deration when framing rules which are to apply to its products. 

The Punjab being purely agricultural, such industries as exist are 
for the convenience of agricultural developments, pud except i n instances 
where big engineering workshops have outgrown their original purpose, 
as in tlie case of Railway Workshops and such essential industries as 
printing and power generating, the iiidustruss of the Piinjub arc, generally 
speaking, subject to the whim of the agriculturists. 

Uniform legislation is aimed at for many rt^asons and found on broad 
principles to be the most satisfactory. Labour of any particular sort 
is not confined to any one locality, ’travelling is comparatively easy, 
iKiWs of every kind travels in India with remarkabh^ ra])i(]ity ; tiierelun* 
workers woiiid <piickly (lock to industrial centres where in their opinion 
legislation and conditions were more favourable : this is a strong reason 
for aiming at uniform legislation. Another ])oint is that big industrial- 
ists have several factories in two or three provinces (dteii controlled 
from one central office ; ])iirely ])rovinciai legislation and administration 
would be as difficult to these factory owners, as it would Ihj to the one 
administrator, who probably has three or more provinces to control. 
Further, markets would vary according to the efficiency or adaptability 
of legislation to one particular province, and industry would gradually 
move into that district, involving much umiecessary transport of raw 
material to manufacturing centres and denuding other provinces of their 
town population. Until recent years the States of America were indi- 
vidually responsible for factory legislation and it was not unusual for 
one State to compete against another to entice factory owners to start 
industries in their particular States. Regardless of health, physique and 
efficiency, workers in some States wore allowed lobe employed for 18 
hours a day, working unceasingly at liigh pressure. Naturally health 
had to suffer, and eventually the State : since openitives were totally 
exhausted after a few weeks, and Iiad to take complete rest. It is not 
surprising that such legislation, or lack of it, was 
and a legislation administered, which endeavoured to 
the best conditions to enable him to product' the most officiciit work. 

1922 was the^first year that a uniform set of rules made under the 
Amended Factories Act (July 1922) w%as adopted m India. It is too 
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early to judge as to how tar this adoption will prove a success, but the 
Act itself being uniform for the whole of Britisli India, tlio. broad princi- 
pl(3S of uniformity were always taken as the frame work cm wliieh pro- 
vincial rules were framed and they dilfered only slightly from <‘acli 
other. 

As an agricultural province it is interesting to note the development 
of industries wholly dependent on the products of the land, lielped tre- 
mendously by vast irrigation .schemes. iTidustrial centres hav(‘ sprung 
up in a very short space, of time bringing in their train mure <diicient 
legislation. In 19U, there were 149 cotton ginning factories working 
under the operation of th<3 Factories Act, one oil mill and i\ flour mills 
employing a total of 10,247 operatives ; wliilst in 1921 the numbers had 
reached 212 cotton ginnipg factories, 1) oil mills and J I tlour mills, 
wit|J) fi total number of operative's of 15,73:h 

Much of the labour necessary for tiu' increased industries is drawn 
from provinces other than the Punjal>. Po.ssibly as mucli as one-third of 
the factory workers arc from Haj put an a. and Central 1 ndia ; invariably this 
class of worker^ has little interest in agriculture as he posst'spes no land, 
whereas the Punjabi is naturally of the land aiul usnally has a small ])h»t 
of land belonging to him or to liis family which keeps him interesh'd ami 
invites his attention during the harvesting season. Wlicie faclory work 
is seasonal and casual, labour is taken exclusively from the la!id and 1 his 
forms a very conveuieut method for country ])eople to earn a liv(‘lih(»od 
between the seiison of sowing and reaping. (V)tton ginnning factories 
are all seasonal ami draw their labour from this ty|)e. Factory h'gisla • 
tiou and adnuuistratioii for this class of workers recpiires careful con- 
sideration. Firstly the workers themselves know nothing whatever 
about discipline, method or the, dangei's of inaihineiy. Secondly a 
factory working for 1 to 0 months a year, is not kept up in tlu^ sam<3 
elliciont condition as a pcu’cnnial factory; and tliirdly, siiicc these 
factories are situated in tlu* c.ountry and therefore furllicr removc'd from 
the influence of law and order, they know v^ny litth' af)ont legislation. 
Cotton ginning factories might almost ))e described as constituted of 
family parties — all members of a family eoutrihutiug t(»wards the daily 
work. Children are often found taking over their parents* duty for an lumr 
or more while the parents are taking meals, or a whole family will coiigix'- 
gate for their meals on a heap of cotton in tlie ginning r(K)in, regardless 
of excessive dust, or the fact that the younger mi'inbcrs of tla^ faiiiily 
may wander off amongst the dangerous gins and machinery. Legis- 
lation has done much to proliibit children from entewing ginning rooms, 
the success of which is very marked. It would be interesting to compare 
any statistics possible, to show as to how far the health of the children 
lias improved since a genuine attempt has been made to kee]i eliildren 
out of the dusty rooms of the factories. Factory owners in Ilajputana 
give us a lead in respect to dealing with the children belonging to thi'ir 
workers, wliich miglit be followed with advantage. Men and w^imon are 
employed extensively on wool picking and cleaning ; they come in Irom 
their villages to the factory every morning bringing \yith them their 
children and food, and remaining in the factory or compound until tlie 
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011(1 of tlio (lay. In the larf'cT fact.oric's a nursi'rv is iirovided, usually 
ii j^ndown IViurd oil, wIkm'C' all chlldnui loo youii" to work, are jilatrd 
uiulor l lu', can' of one or I wo wonuui. 

'riit^ ^odown is used as a imling room in wliirli all workers collect 
during the rest interval, gc^tting clear oj" the dust and heavy atniosjdiere 
of tin? factory for a. whole hour. W hijst this may lx* looked upon as 
a primitive method of disposing of childn'ii for the linn* being, it offers 
all sorts of possibilities, ami might (*asilydev(*lop ini osouK^thing extremely 
useful. • 

Those in charge of the children might be chosen from an educated 
class, capable of instructing the children in cleanlijiess : discipline might 
be taught, and if a real effort were made at Aliication it is not unlikely 
that District Boards could lx* ]x*rsuaded to take an inl(‘rest in fliese 
nurseries, eventually bringing tliem up lo the style and standard of a 
school. ]\rany metluxls of sliowing a keen and inlelligcmt interest in their 
(*m])loy('(*s might be ad(»].t('<l by factory owm*rs,''exnmpJes of which go 
to prove that tlie advantages (ff such scluum^s are. mutual. \Vc have 
only to l(X)k np sneh co-o])era,tive schemes as ai‘(‘ in existem e in big in- 
dustrial coiK'erns in Europe and Anx'riea, and noh* that invariably thes(* 
industries an* in a nourishing (xnidit ion, to ivalize that there are immense 
]xissibilities for similar suecessful sehenu's in India. 

Such a seh(‘me, still in its infanev, and th(‘refore, m*e(*ssarily careful 
of not. running before it can w'alk is a sclieme being work(*d by the Birla 
(^)tt.on Spinning and Weaving Mills, Delhi. This scdienie although only 
in its se(*ond year of existence \\x\ a most promising future, and is already 
in a nourishing eomlition. Witii a hope that tliis scheme may catch tlu^ 
(*ye of industrialists in the runjab, keen to do their best for the benefit 
of th(*ir workers, it is given here in d(*tail. 

“ Scheme for Oflicers and Workers participating in the profits of the 
Birla Cotton Spinning & Weaving Mills^ Ltd.^ Delhi. 

The following scheme for Oflicers and Workers |)artieipating in the 
profits of the Birla ("otton Spinning & Weaving Mills, Ltd., Delhi, was 
adopted a,t an Extraordinary (hmeral Meeting of shamholders held at 
tin* r(*gistered oirice. of tlie Oompany at No. ]o7, (h lining Stn'et. ('‘alcutta, 
on Tu(*sday, the oOtli November 1920. 

1. Ten ]x*r(*xmt. of. the net prolits earned by the ahovc-named 
Company in every half-year left after making provisions for— 

(a.) Directors’ f(*es and commission, 

(h) Managing Agimts’ Commission, 

(c) Depreciation Account, 

(f/) Income-tax. Super-tax or other impositions of the Govern- 
ment, Municipality or other public b(<y, 

{(i) or any^oth(!r acTount that the Managing Agents may consider 
should be inehukxl in this group, 
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but before making any provision for the Reserve Fund, Distribution 
of Dividcmds and carrying over to the next half-year shall be distributed 
among the Officers and Workers by the Company at its Mills if they are 
found to have tlic, (jualificatioiis and not besubjt^ct to the disijualifications 
hereinafter set forth, 

2. All Officers and Workers, who were in eiuploynieiit on tlie 1st 
January 1920, or have been or wiU be employed since that date and have 
continuoasly worked at the Mills for a i)eriod of at least 1 i years and have 
continued to work at the Mills until the General Meeting sanctioning the 
payment under this Scheme for the relative half-year is held, shall be 
deemed to be entitled to the benefits of this Scheme. 

Explanation (1 )— The term ‘ continuously ’ means that the person 
should not ha^fe absented himself from work without the 

^ previous permission of the Head Officer in charge of the 
Mills. 

Explanation (2)— Misconduct includes — 

(a) Fomenting Strikes, 

(/)) Going on Strike, 

(n) Disobedience of Superiors’ orders, 

(d) Continued short or bad production, 

(e) Creating disturbance with a fellow- worker, 

( f) Any act of commission or omission tending to injure tlie 
interests of the Coiupjiny or the aiding or the abetting 
thereof or entering into any conspiracy therefor. 

Explanation (J)— The certificate of the Managing Agents or their 
anthorisod representative shall \h> deemed to be conclnsiv(^ as 
regards the (jualification or disqualification of any person. 

A declaration of the Managing Agents or their authorised re- 
presentative as to the amount divisible under clause (1) hereof shall Iw 
deemed to bo conclusive and no Officer or Worker shall be entitled to 
challenge the correctness thereof or to have ins))eotion of any books, 
accounts, vouchers or other papers whatsoever or to have any explana- 
tion whatsoever. 

4. The sura of money declared under clause hereof shall be 
divided among the Officers and Workers qualified under clause (2) hereof 
in proportion to the number of coupons held by them respectively. The 
first payment shall be made in respect of the half-year ending on the 30th 
June 1921. 

5. As soon as possible after this .Scheme comes into force, each 
Officer and Worker (unless temporarily engaged) will be deemed to h'- 
entitled to as many coupons as his monthly remuneration prevailing at 
the time shall be multiple of ten and for this purpose amounts less than 
Rs. will not be counted and amounts over Rs. 5 will be counted as 
Rs. 10. At the end of each half-year (and for the purpose of this clause the 
first of such lialt-ye^s shall be the one ending on the 30th June 1921) 
such coupons shall be renewed on the basis of the monthly remuneratirm 
earned in the last preceding month. 
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tlluslralion, — A ])or.s()ii (iarniiij^ ji juoiithly roiiiuiioriilioii of Jis. t)t) 
will be (iiititled to live coupons and a |)ei\son earning a monthly 
reiiiuneration of lla. 56 will be entitled to six coupons. 

(5. Service Cards will be issued to each Ollicer and Worker on 
which will be entered the nuiulH^r of coupons to whicli the liolderisenlitled 
under the last preceding clause and on which will be noted (»n each ])ay- 
ment day the conduct of the holder during tlie ]»Teceding period, 'llie 
Service Cards Jimst be produced by each Officer and Worker for inspec- 
tion by the Distributing Officer on the closing of each half-ycuir to enabl(j 
him to sec if the Officer or Worker is qualified for tlie benefits of tins 
Sclieinc. Payment day means the day on which the reimmeration or 
wages of each coupon-holder sliall be ]>aid. 

7. The Managing Agents shall he entitled to add to., alter or amend 
this Sclicme or the method of working thereof. 

(S. 'riie interpretation and working of this Scheme of any jnovision 
there.of by the Managing Agents or their authorised rej)r(‘sentativ<» shall 
he liiial and no suit or legal proweding whatsoever shall li(5 at the 
inslance of any OlUccr or VVorker. TIjo. decision of the JIanaging Agcnits 
on any (jiiestiou arisijig under or out of or in connect ion with this Scheme 
or any modification th(?reuf shall be final and binding.’* 

(Sd.) li. D. BIKLA, 

Ultaiminu 


Such schemes undouhtedly do a grcai deal towards making a faclory 
a success; they aid smooth running and create de imps amojigst 
employees and employers ; they are rellecUMl favourably in every di rectioii 
and not least of all on tlie duties of administration of Factory legisla- 
tion. 
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DISCUSSION ON MR. ABEL’S PAPER. 


Mr. Myles in oiKjning the disciLssion said it was interesting to find 
a profit sharing scheme in our midst. There was nothing new at all 
about the scheme ; in fact such schemes had been tried time and 
again in England during Ijhe past hundred years. But as tlu^ 
lie port on Profit Sharing and Ijo-partnershi p in the United Kingdom 
sliowed such schemes had in ymictice generally proved unstable. Only 
in a few instance's had firms been on a ])rofit sharing basis for any 
length of time. 'There was a tendency for the. system to spread 
(luring times of industrial prosj)erity and to disa|)|)ear in times of de- 
pression. The attitude of the modern Trade Union was not favourable 
towards such schemes, though in the Coal Settlement in Ihe suniUKU- 
of«i&21 the general principle was accepted, lie hoped that the new 
scheme in Delhi would be suca'ssfiil. 


Lala ShtV Dayal expressed disappointment at th(‘ way in which 
certain imi)ortant points had been omitted in the i)aper. The import- 
ant question he considered was whether labour in India was mobile 
or not. He regretted that the ])aper in one word assumed that labour 
was mobile because of the facility of communications. The paper did 
not take into consideration the fact that India was a conntry of dis- 
tances and there was also the further difriculty of language', (hi 
account of this difficulty he liclieved that there was no movi'inent, 
of labour from tin*, south to the north or vice verm. He suggested to 
the author of tht' jiaper the consideration of the (juestion of mobility 
of labour in detail and if he found that labour was not mobile, to 
adopt factory laws which might be more in harmony with the eondi- 
tions jirevailing in the provimres concerned. Another point was the. 
dillcreiice in climatic conditions in different ])rovinces. In his 
opinion all tliese considerations led to the inference, that factory 
legislation sliould be a provincial coiuM^rn and not an imperial on<‘. 
'rile next point he referred was to the profit sharing scheme and 
he asked whether there was any factory in the Punjab or any 
Government concern such as tlic North-Western Railway or the 
])rinting presses owned by the Government where this schciiK'. had 
been adopted. He concluded by saying that the referenwi to pcoph*. 
coming from Rajputana was very meagre. 

Mu. Antia said that in regard to mobihty of labour India caimot 
be regarded as one country but as a group of countries. It was loo 
much to expect a Punjabi labourer to go south. Mobility of labour 
ran b(i expected only in certain common linguistic provinces. In 
Bombay lie found several labourers from the Central Provinces, 
Konkan and Bijapur. In Madras the labourers came from various 
parts of the Provinee. lie therefore concluded that aiobility of labour 
can be applied only to certain linguistic zones. 
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Mr. Souhbans sp^aking on the inobilil-y of labour said tliat there 
were a good number of. Punjabi hibouivi's in Behar and Orissa worldng 
in Tatanagar and in several coal mines, and similarly several lalioiirers 
from the (\mtral Provinces and Uajputana and from other ])arts f)f the 
country came to the Punjab thus showing that mobility ui‘ labour did 
exist in this country. 


PoiTRTn Day :-PRIDAY, JANUARY 19th, AFTERNOON SESSION. 
ANNUAL BUSINESS MEETING. 
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